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Algar H. Carleton:
Felix Cole.
Harris N. €ookingham.
Paul H. Cram.
Raymond 8. Curtice.
J. Preston Doughten.
Stillman W. Eells
Robert W. Harnden.
Samuel W. Honaker.
Paul R. Josselyn.
Robert L. Keiser.
Irving N. Linnell.
Leland B. Morris.
Charles Roy Nasmith.
Harold B. Quarton.
Raymond' P. Tenney.
Hugh H. Watson.
George W. Young.
GENERAL LAND OFFICE.
TLouis . Mooser to be surveyoer general of California.
Gratton D, Little to be receiver of public moneys at Eureka,

L
Christopher C. Davidson to be register of the land office at
Springfield, Mo.
APPOINTMENTS IN THE NAVY.
Willinm: O. Braisted to be Surgeon General and Chief of the
Bureau of Medicine and Surgery.
George Barnett to be major general commandant of the Ma-
rine Corps.
POSTMASTERS.
ALABAMA,
Leon M. Stevenson, Roanoke.
CALIFORNIA,
Jennie F. Curry, €amp Curry.
Janet D: Watson, Tahoe.
Susan M. Sigler, Universal City.
COLORADO,
William M, Kintner, Swink.
KANSAS,
Henry Mattison, Mount Hope.
KENTUCKY.,
Orson D: Proctor, Adairville.
William B, Crabb, Eminence.
E. W. McClure, Leitchfield.
H. Otto Razor, Salt Lick.
P. A. Mclatire, Uniontown.
MISS0URL.
Rebert S. Harriman, Pilot Grove.
NEW JERSEY.
Francis J. Imlay, Allenhurst.
Clark P. Kemp, Little Silver.
J. Edward Harned, Woodbridge.
NORTH DAKOTA.
Swain G. Northfield, Edinburg.
OHIO.
William H. Wisman, New Paris. A
TENNESSEE.
Cleveland M. Reames, Somerville.
VIBGIN ISLANDS.
W. S. Lee, Charlotte Amalie.
WYOMING.
Minnie €. Corum, Encampment.

HOUSE OF REPRESENTATIVES.
Tuespay, February 19, 1918.

The House met at 12 o’clock noon.

Rev. William Couden, of Washington, D. C., offered the fol-
lowing prayer:

Calm as the night, deep as the sea, constant as the sun is Thy
love to us, O Father in Heaven. Thy blessings are innumerable
and Thou hast saved us from dangers known and from many a
peril unrecognized. Save us from habitual complaint, lament,
regret. Hold us close to Thee in love; thanksgiving, and trust.
And while the storm and the surges of life beat about us, keep
us safe upon the Rock of Ages, and defend and bless our dear,
dear country. In Jesus' name,

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO,

The Journal of tlie proceedings of yesterday was read and ap-
proved. . g
EXTERSION OF REMARKS:

Myr. MILLER of Washington. M. Speaker, I ask unanimous
consent to extend my remarks in the Recorp by including a
patriotic speech made by my colleague, Mr. TiMBERLAKE of
Colorado, delivered at Yuma, Colo., on January 2, and pub-
lished in the Yuma Pioneer of that date.

The SPEAKER, The gentleman from Washington asks unani-
mous consent to extend his remarks in the Recorp by printing a
patriotic speech made by the gentleman from Colorado [Mr.
TiueerLAKE] at Yuma, Colo,, on a certain date. Is there ob-
Jjection?

There was no objection.

Mr. FLOOD. Mr. Speaker, T want to ask unanimous consent

‘to extend my remarks in the Recorp by printing a resolution

adopted by the Board of Supervisors of Buckingham County,
Va., in reference to the fertilizer situation.

The SPEAKER. The gentleman from Virginia asks unani-
mous consent to extend his remarks in the Recorp by printing
a set of resolutions adopted by the Agricultural Society of
Buckingham County. Is there objection?

Mr. WALSH. Mr. Speaker, I object.

Mr. KEARNS. Mr. Speaker, I ask unanimons consent to
extend my remarks in the Recorp by publishing a letter I have
received relative to pension legislation. -

The SPEAKER. The gentleman from Ohio [Mr. KEARKS]
asks unanimous consent to extend his remarks in the REcorD
by printing a letter on the subject of pensions. Is there
objection?

Mr. WALSH. Mr. Speaker, I object.

Mr. KEARNS. Mr. Speaker, I ask unanimous consent to
extend my remarks in the Recorp on the subject of pension
legislation, in which remarks I might publish a letter I have
received.

The SPEARKER. The gentleman asks unanimous consent to .
extend his remarks on the subject of pension legislation. Is
there objection?

Mr. WALSH. I object.

HOUSING OF SHIPBUILDING EMPLOYEES. .

Mr. ALEXANDER. Mr. Spealker, I desire to call up the con-
ference report on the hill (H. R. 3388) to authorize and em-
power the United States Shipping Board Emergency Fleet Cor-
poration to purchase, lease, requisition, or otherwise saecquire
improved or unimproved lands, houses, and buildings, and for
other purposes.

Mr. SIMS. Mr. Speaker, I suppose that under the unani-
mous-consent agreement we will take up the railroad bill after
the conference report is agreed to?

The: SPEAKER. Of course.

The Clerk will report the conference report by title,

Mr. ALEXANDER. Mr, Speaker, I ask unanimous consent
that the statement be read in lieu of the report.

The SPEAKER. The gentleman from Missouri asks unani-

.mous consent that the statement may be read in lieu of the

report. Is there objection? [After a pause.] The Chair hears
none. The Clerk will read the statement.

CONFERENCE BEPORT' (NO. 319).

The committee of conference on the disagreeing votes of the
two Houses on the amendments of the House to the bill (S.
3380) “to authorize and empower the United States Shipping
Board: Emergency Fleet Corporation to purchase, lease, requisi-
tion, or otherwise acquire improved or unimproved land, houses,
buildings, and for other purposes,” having met, after full and
free conference have agreed to recommend and do recommend
to. their respeetive Houses as follows:

That the Senate recede from its disagreement to the amend-
ment of the House, and agree to the same with an amendment as
follows: In lien of the matter proposed by the House insert
the following:

“That the United States Shipping Board Emergency Fleet
Corporation is hereby authorized and empowered within the
limits of the amounts herein authorized—

“(a) To purchase, lease, requisition, including the requisi-
tion of the temporary use of, or acquire by condemnation or
otherwise any improved or unimproved land or any interest
therein suitable for the construction thereon of houses for the
use of employees and the families of employees of shipyards in
which ships are being constructed for the United States:

“(b) To construct on such land for the use of such employees
and their families houses and all other necessary or convenient
facilities, npon such conditions and at such price as may be de-
termined by it, and to sell, lease, or exchange such houses, land,
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and facilities upon such terms and conditions as it may deter-
mine,

“(e¢) To purchase, lease, requisition. Including the requisi-
tion of the temporary use of. or acquire by condemnation or
otherwise any houses or other buildings for the use of such
employees and their families, together with the land on which
the same are erected, or any interest therein, all necessary and
proper fixtures and furnishings therefor, and all necessary and
convenient facilities incldental thereto; to manage. repair, sell,
lease, or exchange such lands, houses, buildings, fixtures, fur-
nishings, and facilities upon such terms and conditions as it
may determine to carry out the purposes of this act.

“(d) To make loans to persons, firms, or corporations in such
manner upon such terms and security, and for such time not
exceeding 10 years, as it may determine to provide houses and
facilities for the employees and the families of employees of such
shipyards.

“YWhenrever said United States Shipping Board Emergency
Fleet Corporation shall acquire hy requisition or condemnation
such property or any interest therein, it shall determine and
make just compensation therefor, and if the amount thereof
so determined is unsatisfactory to the person entitled to receive
the same, such person shall be paid 75 per cent of the amount
so determined, and shall be entitled to sue the United States
to recover such further sum ns added to such 75 per cent will
make such an amount as will be just compensation for the
property or interest therein so taken, in the manner provided
by section 24, paragraph 20, and section 145 of the Judicial
Code.

“That whenever the said United States Shipping Board Emer-
gency Fleet Corporation shall requisition any property or rights,
or upon the filing of a petition for condemnation hereunder,
immediate possession may be taken by it of such land, houses,
or other property, rights, and facilities. to the extent of the
interests to he acquired therein, and the same may be immedi-
ately occupled and used, and the provisions of section 335 of
the Revised Statutes, providing that no public money shall be
expended opon such land until the written opinion of the Attor-
ney General shall be had in favor of the validity of the title
nor until the eonsent of the legislature of the State in which
the land is located has been given, shall be, and the same are
hereby, suspended as to all land aequired hereunder.,

“The power to acquire property by purchase, lease, requisi-
tion, or condemnation. or to construct houses, or other build-
ings, and to maké loans, or otherwise extend aid as herein
granted shall cease with the termination of the present war with
Germany. The date of the conclusion of the war shall be de-
clared by proclamation of the President.

“The word * person” used herein shall include a trustee, firm,
or corporation. The word * shipyard ’ shall include any factory,
workshop, warehouse, engine works, buildings, or grounds used
for manufacturing, assembling, construction, or other process
in shipyards and dockyards and discharging terminals, and other
facllities connected therewith, now or hereaffer used in con-
nection with shipbuilding.

“That for the purpose of carrying out the provisions of this
act the expenditure of $50.000.000 is hereby authorized, and in
executing the authority granted by this act, the said United
States Shipping Board Emergency Fleet Corporation shall not
expend or obligate the United States to expend more than the
sald sum, nor shall any contraet for construction be entered into
which provides that the compensation of the contractor shall
be the cost of construction plus a percentage thereof for profit,
unless such contract shall also fix the reasonable cost of such
construction as determined by the United States Shipping Board
Emergency Fleet Corporation and provide that upon any in-
crease in cost above the reasonable cost so fixed by such board,
the percentage of profit shall decrease as the cost increases in
accordance with a rate to be fixed by said board and expressed
in the contract. No contract shall be let without the approval
of the United States Shipping Board Emergency Fleet Cor-
poration: Provided, however, That nothing herein contained
shall be construed to prevent said board from contracting for
the payment of premiums or bonuses for the speedy completion
of the work contracted for: Provided further, That the United
States Shipping Board Emergency Fleet Corporation shaill re-
port to Congress on the first Monday in December of each year
the names of all persons or corperations with whom it has made
contracts and of such subeontractors as may be employed in
furtheranece of this act, including a statement of the purposes
and amounts thereof. together with a detailed statement of all
expenditures by contract or otherwise for land, buildings. mate-
rial. labor, salaries, commissions, demurrage, or other charges
in excess of $10,000."

And the House agree to the same.

That the Senate recede from its dizagreement to the amend-
ment of the House to the title of the bill, and agree to the same.

J. W. ALEXANDER,

Rurus Hanoy, -

E. W. Savxoess,

WiLnianm S, GREENE,

Georce W. Epmoxnbps,
Managers on the part of the House.

Jos. . RANSDELL,

Tromas 8. MARTIN,

Knxvure NELsoON,
Aanagers on the part of the Senale.

STATEMENT.

The managers on the part of the House at the conference on
the disagreeing votes of the two Houses on the bill 8. 3389, “An
act to authorize and empower the United States Shipping Board
Emergency Fleet Corporation to purchase, lease, requisition, or
otherwise acquire improved or unimproved land, houses, build-
ings, and for other purposes,” submit the following written stute-
ment in explanation of the effect of the action agreed upon by the
conferees and submitted by the accompanying report :

The House amendment to the bill 8. 3389 is agreed to with an
amendment, which gives the text of the bill as agreed to by the
conferees,

The bill as agreed to authorizes and empowers the United
States Shipping Board Emergency Fleet Corporation not only to
requisition property for the purposes of the act, but to requisi-
tion the temporary use of the properiy for the purposes of the
act; also to provide houses for the use of employees and the
families of employees; also, in addition to proper fixtures and
furnishings for houses and other buildings for the use of cm-
ployees and their families, to provide all necessary and con-
venient facilities incidental thereto.

Paragraph (d) is rewritten, and the Emergency Fleet Cor-
poration is given power to make loans to persons, firms, or cor-
porations in such manner, upon such terms and security, and for
such time not exceeding 10 years as it may determine to pro-
vide houses and facilities for the employees and the families of
employees of such shipyards. Subdivision (d) as it passed the
House gave the Emergency Fleet Corporation power to muke
loans only upon adequate security to persons, firms, or corpora-
tions, ete. The conferees are of the opinion that to demand ade-
quate security for all loans made might seriously embarrass the
Emergency Fleet Corporation in providing the necessary housing
facilities. It Is too much to hope there will be no loss to the
Government in carrying out this project, and to demand adequnte
security for every loan made would make it difficult for the
Emergency Fleet Corporation to enlist the active cooperation of
persons, firms, or eorporations in carrying out the purposes of the
act. The most we can hope for is that the Emergency Fleet
Corporation in making loans will exercise sound cCiscretion and
demand the very best security that can be obtained, and the
effect of the amendment agreed to in conference is to vest the
Fmergency Fleet Corporation with large discretion in making
oans,

No other material amendment is made to the House amendment
in the way of substitute to the Senate bill.

The last paragraph of the House amendment to the Senate bill
as agreed to by the conferees is amended fo provide that no con-
tract shall be sublet without the approval of the Emergency Fleet
Corporation ; also, fo provide that tlie report made to Congress
shall be made on the 1st day of December of each year instead
of on the 1st day of July and January of each year.

The effect of these amendments is apparent and nceds no ex-
planation,

J. W. ALEXANDER,

Rurus Harpoy,

. W, SavuNDERs,

WiLLiAM 8. GREENE,

George W. Ebaoxps,
Managers on the part of the House.

Mr. ALEXANDER. Mr. Speaker, the bill as agreed to in
conference was to all intents and purposes the same as the bill
as it passed the House, and I move the previous question.

Mr. LENROOT. Mr, Speaker, will the gentleman yield for
just a question?

Mr. ALEXANDER. I yield.

Mr. LENROOT. With reference to subdivizion (d), covering
the matter of loans, I merely ask, for the guidance of the
Shipping Board, as to what the Intent of the Congress was, I
take it that it was the intention of the conferees, by modifying
the langunge that was adopted by the House, to require sceurity
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in each instance, but leaving a very wide discretion with the
board?

Mr. ALEXANDER. Yes.

Mr. LENROOT. But in no event should security be dis-
pensed with?

Mr. ALEXANDER. That was clearly the intent, and the
only reason we modified the language was because, as framed in
the bill, it was too restrictive, but at the time the gentleman
from Wisconsin [Mr. Lesroor] offered the amendment it ap-
pealed to me very strongly, but upon more mature consideration
the conferees were afraid it would be too restrictive.

Mr. LENROOT. All I wanted to say was, that this ought
not to be construed as permitting the board to waive security?

Mr. ALEXANDER. On the other hand, we wish them to pro-
cure the best security they can.

Mr. STAFFORD, Will the gentleman yield further?

Mr, ALEXANDER, I yield.

Mr. STAFFORD. I notice the committee has extended the
authority of the loans that may be made by the Shipping Board,
to provide for loans for houses as carried in the House bill, and
also for facilities. Has that any peculiar significance as to
authorizing loans for the building of railroads?

Mr. ALEXANDER. Oh, no; nothing at all. We might be
able to take over a house, and there might be some furniture or
fixtures that would be worth while to take over.

Mr. STAFFORD. The idea is that the facilities referred
merely to the housing proposition?

Mr. ALEXANDER, Yes; the facilities in connection with the
housing, absolutely.

Mr. Speaker, T move the previous question.

Mr. WALSH. Mr. Speaker, will the gentleman yield for a
short question before he does that?

Mr. ALEXANDER. I will.

Mr. WALSH. I want to ask if the amendment which was
adopted just before the bill was reported to the House remains?

Mr. ALEXANDER. The Green amendment?

Mr. WALSH. -Yes; the Green amendment.

Mr. ALEXANDER. It remains in the bill just as it was writ-
ten in the House. It is not modified at all, except that we pro-
vide that no subeontract may be let without the express consent
of the Shipping Board. I move the previous question, Mr.
Speaker. -

The SPEAKER. The question is on agreeing to that motion.

The previous question was ordered.

The SPEAKER. The question is on agreeing to the confer-
ence report., .

The conference report was agreed to. .

On motion of Mr. ALEXANDER, a motion to reconsider the vote
whereby the conference report was agreed to was laid on the
table,

CLERK TO COMMITTEE ON ALCOHOLIC LIQUOR TRAFFIC.

Mr. PARK. Mr. Speaker, T submit a privileged resolution,
which I ask to have read at the Clerk’s desk.

Mr. SIMS, Mr. Speaker, a parliamentary inquiry.

The SPEAKER. The gentleman will state it,

My, SIMS. The unanimous-consent agreement was that noth-
ing was to interfere with the consideration of the railroad bill
except conference reports and Calendar Wednesday business,

The SPEAKER. The Chair understands that, but little things
that have to do with the running of the House and that will not
take but a minute were not included. If this does, the gentle-
man from Georgia will withdraw it.

Mpr. PARK. 1 yield two minutes to the gentleman from Illi-
nois [Mr. SaparH].

The SPEAKER. The Clerk will report the resolution.

The Clerk read as follows:

Houee resolution 221.

Resolved, That the Committee on Aleoholle Liguoer Traffic be allowed
a clerk st the rate of 30 per diem during the second session of the Sixty-
fifth Congress, to be paid out of the contingent fund of the House,

Mr, SABATH. Mr. Speanker, this is the only commiftee of the
House with legislative jurisdiction which has not been allowed
a clerk, and that notwithstanding the fact that there are a
great many things to be attended to on that committee growing
out of the recent prohibition legislation. There are a great
many letters and memorials and inguiries coming into that com-
mittee from day to day.

Mr. STAFFORD. I do not think that should be precipitated
at this time. The commitfee has never had a clerk,

Mr. SABATH. It has always had a clerk.

Mr. STAFFORD. At $6 per day?

Mr. SABATH. Yes; it has always had a clerk since the
committee has been organized; it has one now, and has had
one ever since,

Mr. MOORE of Pennsylvania. The gentleman does not want
a contest over this matter this morning, does he?

Mr. SABATH. No: I do not want a contest. If there is any
question about it, I am wiling that the gentleman from Georgia
[Mr. Parx] should withdraw it. But if there is a committee
that needs a clerk at this time it is that committee, because on
an average of 40 or 50 letters and resolutions come in every
day. They have to be answered and taken up and attended to.

The SPEAKER. The gentleman from Georgia [Mr. Parx]
temporarily withdraws this resolution.

ORDER OF BUSINESS.

Mr. MOON. Mr. Speaker, I want to ask unanimous consent
that at the conclusion of the railroad bill, which we are about to
take up, the bill (H. R. 9414) granting increased compensation
to certain officials, employees, and laborers in the Post Office
Department and Postal Service, and for other purposes may be
taken up and put upon its passage.

The SPEAKER. The gentleman from Tennessee asks unani-
mous consent that at the conclusion of the consideration of the
present bill—that is, this railroad bill—House bill 9414 be made
a special order, barring, of course, Calendar Wednesday and the
first and third Mondays and conference reports and privileged
matters generally. Is there objection?

Mr, SHERLEY. I object.

The SPEAKER. The gentleman from Kentucky objects.

Mr. LANGLEY. Mr. Speaker—— i

Mr, MOON. Does the gentleman from Kentucky object?

Mr. LANGLEY. No; I am in favor of the gentleman’s bill.
I did not object.

The SPEAKER. The gentleman from Kentucky [Mr. SHER-
LEY] objected.

Mr. MOON. The gentleman says he did not object.

The SPEAKER. I know; the géntleman from Kentucky [Mr.
SHERLEY] objected.

AMr. LANGLEY. T object to the action of my colleague being
attributed to me. I am in favor of the gentleman’s bill, par-
ticularly if it is the bill which gives relief to the fourth-class
postmasters, the rural carriers, and the star-route carriers.

FEDERAL CONTROL OF RATLROAD TRANSPORTATION,

Mr. SIMS. Mr. Speaker, I move that the House resolve itself
into Committee of the Whole House on the state of the Union
for the consideration of the bill (H. IR. 9683) to provide for the
operation of transportation systems while under Federal control,
for the just compensation of their owners, and for other purposes ;
and, pending that motion, I want to ask the gentleman from Wis-
consin [Mr, Escu]—I want to make a unanimous consent request
that the gentleman from Wisconsin shall control ene-half of ithe
time for general debate on that side and that I control it on this
side. That is only for the control of debate.

Mr. MADDEN. Let us find out what the debate is going to be.
I reserve the right to object for the time being, to asecertain how
long the time for general debate is going to be.

Mr, SIMS. I was discussing that matter with the gentleman
from Wisconsin this morning, and he thought that it would be
better for us to begin the debate without an agreement, and we
could probably reach an agreement later on, but to proceed with-
out an agreement except that I shall control one-half and the
gentleman from Wisconsin one-half of the time.

Mr. COX. Is the debate to be confined to the bill?

Mr. SIMS. I want to make that as a separate request. This
should not be coupled with any other request.

Mr. MADDEN. It seems to me thht we ought to reach am
agreement as to the amount of debate.

Mr. GARNER. Mr. Speaker, I want to suggest to the gentle-
man from Tennegsee that he couple with his request for an
equal division of the time the request that the time be con-
trolled by himself and the gentleman from Wisconsin [DMr.,
Escr], and that the debate be confined to the bill.

Mr, SIMS. I will make that request if this one is granted.

Mr. GARNER. * But suppose this should be granted and the
other one not?

Mr. SIMS. I want both to be granted.

Mr. COOPER of Wisconsin. I do not want to obstruct the
consideration of this matter, but I shall not consent, if ever,
except in the most extraordinary circumstances, to the limit-
ing of general debate to any subject. That is the only chance
that the Members of the House of Representatives have to ex-
press their opinions on current matters.

The SPEAKER. Nobody has made that request.

Mr. COOPER of Wisconsin., I know; but the gentleman
from Texas [Mr. GarNer] was just suggesting that it be made
and I thought I had better show the unwisdom of making such
a request.
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The SPEAKER. The gentleman from Tennessee [Mr. Smus]
moves that the House resolve itself into the Committee of the
Whole House on the state of the Union for the consideration of
the railroad bill (H, R. 9685) ; and pending that he asks that
he control one-half the time for general debate and the gentle-
man from Wisconsin [Mr. Esci] the other half, Is there ob-
jection to this requesi? ] :

There was no objection.

Mr, SIMS. Now, Mr. Speaker, I will make the further re-
quest that general debate be limited to the subject matter of
the bill,

The SPEAKER. The gentleman asks that the general de-
bate be limited to the subject matter of the bill, Is there
objection?

Mr. COOPER of Wisconsin, Mr. Speaker, reserving the right
to object, 1 wish to say this only——

Alr. LANGLEY. Mr. Speaker, in order to save time, I object.

The SPEAKER., The gentleman from Kentucky [Mr. LaNg-
LEY] objects.

Myr. SIMS. Now my motion is in order.

The SPEAKER. The question is on the motion fo go into
“the Committee of the Whole House on the state of the Union.

The motion was agreed to.

Accordingly the House resolved itself into the Committee of
the Whole House on the state of the Union for the consideration
of the bill (H. R. 9685) to provide for the operation of trans-
portation systems while under Federal control, for the just
compensation of their owners, and for other purposes, with Mr.
RaNey in the chair.

Mr. SIMS., Mr. Chairman, T ask unanimous consent that the
first reading of the bill be waived,

The CHAIRMAN. The gentleman from Tennessee asks
unanimous consent that the first reading of the bill be waived.
Is there ohjection?

There was no objection.

Mr. SIMS. Mr. Chairman, this is one of the most important
bills that has ever been before the House of Representatives
for its consideration and enactment since I have been a Member
of the House, which is now within a few days of 21 years.
It is so important that I feel that all debate upon this bill
should be confined to the provisions of the bill. I do not mean
that upon a point of order a mere question of judgment is to
be challenged as to whether what a gentleman may be saying
applies to a provision in the bill or not, but it will require all
the time that we ought to use in general debate to discuss the
bill and proposed amendments, And when it is so absolutely
necessary that it shall be enacted into law as soon as possible,
consistent with due and proper consideration, I hope that no
gentleman will ask to make a speech or will want time yielded
him to make a speech on a subject in no way related to this
legislation. We have a number of appropriation bills to be con-
sidered yet by the House, and it has always been the custom
that on appropriation bills liberal time is given for general
debate, to the end that gentlemen of the House may diseuss any
subject in order under the rules when the House is in Com-
mittee of the Whele House on the state of the Union. I would
have no objection to debate on other subjects if it were not for
the fact of the great urgency of this emergency legislation,

The House Committee on Interstate and Foreign Commerce
remained in continuous session for five weeks, or about that
time, not confining their sessions simply to the forenoons, but
often continued in session until the time for adjournment of
the House; and I feel that the members of this committee who
have studied this subject so faithfully, who have attended the
hearings so continuously, should have a reasonable opportunity
to explain to the House, or to Members of the House who have
not given the matter that amount of study and thought and
attention that members of the committee have, the provisions

of this bill, and that they should not be crowded out simply to’

grant accommodation requests to discuss subjects that do not
relate to the bill. =

I shall now ask that T be not interrupted for a few minutes.
I want to read a synopsis in the way of an explanation of the
bill, which is practically the majority report. But many Mem-
hers, perhaps, have not read the report, or some of them at
least have not read it, and I always find that it is better to have
a synopsis of a speech in the first part of it if you want it to
be read, because so many people will read just a few pages
of a speech and not read all of it. That is my reason for pur-
suing this course. Therefore, while it is not my custom to
read speechies or to prepare them in writing, I wish to read
this synopsis, and just as soon as I have finished it, I shall then
do what we sometimes call turning loose on the whole subject,
but with as much brevity as possible in explaining the bill at
length.

This measure is war emergency legislation, intended to mect
the essential needs growing out of Federal control of our great
carrier systems, It is not to be regarded as a bill for Govern-
ment ownership or control of railroads or against Government
ownership or control of railroads. The bill makes neither for
nor against any particular kind of railroad regulation. It un-
dertakes to provide for war needs only.

The bill is comparatively short and easily understood. It
consequently requires but brief explanation.

The act of August 29, 1916, authorized the President in time
of war to assume the possession, control, and use of transporta-
tion systems, It provided no method for determining the just
compensation of the owners of properties thus applied to public
use. The right to just compensation is a constitutional right;
the determination of the amount of just compensation is a
judieial and not a legislative question.

But Congress may and should provide speedy and easily avail-
able judicial machinery for determining this just compensation,
It is also desirable that the owners of the properties should, in-
stead of being required to resort to the courts for their rights,
be made such offers for just compensation as will result in an
agreement between them and the United States determinative
of all rights, These, together with certain obviously needed
supplementary powers as to financing during Federal control,
are the main purposes of this bill.

Section 1 is a fundamentally important section, for it fixes
the outside limits of the proposed agreements. Its sole function
is to provide a basis of such just and proper agreements ns may
eliminate litigation. This section authorizes the President to
make contracts with the operating carriers under which they
shall receive in lien of thelr constitutional rights the average of
agclrgﬁllwny operating income for the three years ended June

o | =

Ordinary taxes, Federal and State, are to be paid as hitherto
out of operating income. But war taxes are payable out of the
standard return. The owners of railroad securities, like the
owners of other securities, are thus left to carry their share of
the war-tax burden,

The agreements authorized in section 1 are also to contain
adequate and careful provisions as to depreciation and mgin-
tenance, and for all such adjustments of accounts between the
Government and the carrier companies as may be necessary to
effectuate the Government’s obligation of paying a just compen-
sation not exceeding the three-year average earnings, besides
keeping up the properties, leaving the Government, however, if
it turns the property back improved or increased at Government
expense to be reimbursed therefor,

This standard provision will doubtless be found applicable to
most railroad companies. Seventy-five great operating systems
do more than 90 per cent of the business, but there are some
new, undeveloped, reorganizing companies for which some special
provision ought to be made. The bill accordingly authorizes
the President to make such agreements as he may deem just with
companies whose just compensation he finds will plainly not be
measured by the three-year earnings basis,

Naturally there has been much discussion as to the justice of
the proposed basis of settlement. Our committee has dealt with
this as a practical guestion. It consequently regards much of
the evidence adduced before the committee concerning * sur-
plus ” as irrelevant. This is not the time to undertake to settle
public policy as to so-called * sirplus earnings.” The facts are
that these companies having during this three-year period had
certain earnings; that they are entitled as a constitutional right
to have their just compensation adjudicated by the courts; that
it is probably—almost certain—that any court would take their
average earnings for some reasonable period as persuasive evi-
dence of such just compensation.

Viewing their constitutional right in connection with the great
public needs of stabilizing the security market—of restoring an!
not impairing confidence—our committee was of the opinion that
the average earnings of three years is a fair basis for a set-
tlement of the righis of most of these owners sgainst their
Government, and ought to be approved. Nineteen hundred and
fifteen was one of the worst years in recent railroad history;
the other two years were prosperous. The average of the three
years is therefore a fair test of earning power. Moreover, the
investment in the properties of railroads now taken over has
been increasing at a rate above $100,000,000 a year. The prop-
erties the Government now has the use of are Iarger by about
a third of a billion dollars than the propertles that made the
earnings of 1915, taken as one of the three years in order to
reach the standard return.

Mr. KEARNS. Will the genileman yield?

Mr. SIMS. I asked that I might be permitted to finish this
brief statement.
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Mr. KEARNS. The gentleman says about one-third of a
billion, while the report says about one billion.

The CHAIRMAN, The gentleman has requested that he be
not interrupted.

Mr. SIMS. I am going to discuss that later on, and in my
remarks will give the reason why I say about one-third of a
billion, or in excess of $100,000.000 a year.

Mr, KEARNS. Is the statement in the report correct?

Mr. SIMS. I do not want to stop to discuss it now, but I will
come to that when I get through with this synopsis.

It is not pretended that the three-year basis is an accurate
mathematical fest of just compensation, but our committee be-
lieved it to be a basis essentially just, and one that will be plainly
understood, easily workable, and generally approved both by the
public and by the security holders. :

Section 38 provides *due process of law" for nonagreeing
carriers and also authorizes an agreement between the Presi-
dent and any company after report by the referees to be ap-
pointed by the Interstate Commerce Commission. It was the
betief of our committee that few, if any, cases will ever reach
the Court of Claims. This section requires no further explana-
tion,

Section 4 provides for increasing compensation as the proper-
ties used increase during the period of Federal control.

Section 5 limits dividend disbursements to regular dividends
except as the President may otherwise permit. Nondividend
payers may, however, pay dividends as permitted. Manifestly
any excess revenues acceruing from standard returp ought not
to be made the basis of speculation or manipulation, Steady,
regular income is what is desirable during the period of the war.

Section G provides for a revolving fund, to be made up of an
appropriation of $500,000,000 from the Treasury and any ex-
cess revenue derived from the operation of the companies, This
revolving fund may be used by the President to provide equip-
ment, additions, and road extensions, and to make advances to
the companies so far as necessary for these purposes. This
section contemplates direct ownership by the United States of
new railroad equipment and perhaps of terminals. It does not
contemplate ownership of such road extensions, tracks, and so
forth, as may be necessary in connection with Army camps, ship-
yards, and so forth. 1In the opinion of our committee the title
to such additions and extensions should be in the various com-
panies and not in the United States. But as some such exten-
sions will be made for war purposes and cost more than their
value during peace times, the right of the company to have a
just portion of this compulsory investment paid by the Govern-
ment is protected, This section also provides for the con-
struction and utilization of transportation facilities on our
waterways. The burden on our rail carriers may be much
lightened if we make proper use of these great natural highways.

Section 7 provides for Government financing of maturing
obligations and other necessary capital requirements of the
companies during Federal control. Securitlies purchased may,
if the President finds it desirable, be sold at not less than'cost,

Sections 8 and 10 need no explanation,

Section 9 guards the rights of certain rallroads which may not

be taken over, not to have their traffic and routing arrangements

unnecessarily injured. -

Section 11 embadies the theory of the Presidenti’s proclama-
tion that there shall be no unnecessary disturbance of established
methods of proecedure by and against the carrier companies.
While it is undoubtedly true that during the period of Federal
control the revenues of the railroaods are Government money,
section 11—certainly when read in connection with section 8,
which authorizes the President to execute his powers through
such agencies as he may determine—permits the utilization of
the varions carrier companies, as a species of Government
agencies, so that for all practical purposes passengers, ship-
pers, and employees will proceed as hitherto in the exercise and
enforcement of all their accustomed rights.

But when Federal control for war purposes requires changed
methods the President must have power to make such changes.
The rate fabrie of the country is now based upon the competi-
tive theory. In many instances rail rates have been made for
the purposes of meeting, if not destroying, water competition.
- Section 6, as already pointed out, contemplates that the Federal
Government shall from its own resources create new facilities
upon the waterways. Manifestly during Federal control rail
rates ought not to be made for the purpose of destroying or
“ meeting water competition.” The Nation should not compete
with itself It should furnish transportation service, both
rail and water, at just and reasonable rates. On the other
hand, it is manifestly impracticable and undesirable for the

President or'any agencies he may create to readjust our present
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rate fabric. Comparatively little of it ought to be readjusted,
and such necessary adjustment should come tentatively and only
to meet obvious needs. Our committee was of the opinion that
section 11 meets the situation in the least objectionable and in
the most practicable way. It provides that, except as the Presi-
dent may from time to time otherwise order, rates shall con-
tinue to be and to be determined as hitherto.

This leaves the Interstate Commerce Commission and the
State commissions to proceed, preecisely as hitherto, in the deter-
mination of all rate questions unless and until the President,
in the exercise of the war power, shall order otherwise.

Mr. MADDEN. Will it interrupt the gentleman to answer
a question there? I do not want to interrupt him unless he
desires to be interrupted.

Mr. SIMS. I did want to finish this synopsis and then yield
for interruptions.

Mr. MADDEN. There is just cne place that I think might
be a very appropriate place to ask my question, that is all,

Mr. SIMS. They are really all of them appropriate,

Mr., MADDEN, This one particularly.

Mr, SIMS. I will ask the gentleman to make a note of it in
his mind.

Mr. MADDEN. I should like to have it right where the state-
ment of the gentleman is made.

Mr. SIMS. But when the public interest so requires the Presi-
dent may initiate rates, filing them with the Interstate Com-
merce Commission, to take effect upon such notice as he shall
direct. Such rates are to be * fair, reasonable, and just.” But
to guard against even remote possibilities of error the section
provides that upon ¢complaint the Interstate Commerce Commis-
sion shall make investigation, grant full hearings * concerning
the fairness, justice, and reasonableness™ of rates so ordered
by the President, and * make report of its findings and recoms-
mendations ” to the Presldent for such aection as he shall deem
required in the public interest.

It has been suggested that after such hearing the Interstate
Commerce Comimission should be given power to make orders,
thus in effect overriding the President's war power to make
rates on transportation systems in his possession and control he-
cause of war conditions. It would, in the opinlon of our com-
mittee, be most unwise to authorize the Interstate Commerce
Commission to overrule the President in the exercise of his war
powers—indeed, of any other powers, It should not be over-
looked that the President is responsible for the financial results
of operating these great carrier systems with gross revenues
approximating $4,000,000.000. It will not be contended that
during Federal control the carrier systems should not be sub-
stantially self-supporting. The general taxpaver ought not to
be left to make up a large deficit accruing from carrier opera-
tions. Wages and prices of materials are exceedingly high and
may rise still higher., The volume of traffic, great during the
past two years, may fall off. Weather conditions have for two
months been unprecedently bad, making operation extraordi-
narily expensive. The President., responsible for the general
financial result, from factors so numerous, so uncertain, and so
v#;plr[i::g. must be given power commensurate with his respon-
sibility.

Moreover, if the Interstate Commerce Commission were given
final power to make rates, what would be its standard of * rea-
sonableness and justice? Plainly the old. competitive stand-
ard, unless the present statute is repealed or greatly modified.
To authorize the Interstate Commerce Commission to overrule
the President and to make such orders as to rates as are now
permitted under the interstate-commerce act would be granting
an authority to make rates, based on the competitive theory,
applicable to a coordinated, unified, noncompetitive war con-
trol. In other words, the Interstate Commerce Commission conld
not, until so empowered by Congress, make orders logically ap-
plicable to the * justice and reasonableness of rates " made for
a unified, coordinated system during war time.

- We are satisfierl that the method proposed of leaving rates
and rate making undisturbed, except as the President otherwise
orders; authorizing the President to initinte rates; providing
for a review on full hearing by the Interstate Commerce Com-
mission; and the findings and recommendations of the Inter-
State Commerce Commission to be reported to the President,
so that he may, if necessary, revise his own prior determination,
is the best solution of this difficult problem. In practice, this
method will give to shippers and consiguees all the protection
they now have under the established practices of the Inters
state Commerce Commission, while enabling the President to
make such necessary changes as unified war control demands.
It also gives the Interstate Commerce Commission an oppor-
tunity to review and to discuss fully the * justice, reasonable-
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ness, and fairness™ of any rate In the light of the war condi-
tions, without now putting upon Congress the impossible burden
of providing new, noncompetitive rate-making legislation.

Section 12 provides for penalties to be enforced by the usual
processes in the courts, and calls for no comment or explana-
tion.

Section 13 provides for continuing the life and status quo of
cases pending, It was inserted at the request of the Depart-
ment of Justice.

Section 14 deals with the duration of Federal control. It
authorizes the President at any time prior to July 1, 1918, to
relinquish control of all or any part of any system of trans-
portation which he thinks not necessary or desirable for na-
tional or war purposes, and at any time thereafter to make
such relinquishmment on agreement with the owners, thus in
either case ending all further claim for compensation, But
this power will in use be of little importance. The main ques-
tion is when and how to end general Federal control.

While these transportation systems were taken over under
the war power, it is easily manifest that they ought not to be
turned back to their owners immediately upon the return of
peace. They might have been taken, and they may be kept,
under the commerce clause of the Constitution. Section 6 con-
templates the investment of a large amount of Government
money in rolling stock and, perhaps, in terminals, * to be dis-
posed of as Congress may hereafter by law provide.” Section
T contemplates financing the carriers’ maturities; these in the
years 1918 and 1919 will amount to approximately $400,000,000.

Unified control will involve substantial changes in the trafiic
departments of the varlous earriers, new routing of much traffic,
and many other changes from the methods obtaining under the
competitive system. It would be just neither to the public nor
to the owners of the properties to return the properties to
private control without legislation adequately providing fair and
reasonable terms for the liquidation of the Government’s hold-
ings of railroad securities, for the sale or other use of the Gov-
ernment's rolling stock, and for other changes incidental to the
war control. It may be that the country will never be willing
to have the earriers go back to the old system of uncoordinated,
competitive operation. For many years many forms of new and
enlarged regulation have been pending before Congress. That
some program of copstructive, far-reaching policy ought to be
worked out before the railroad companies are returned to private
control seems too clear for argument.

The majority of our committee, while accepting these views,
are of the opinion that a definite period of two years should be
set as the time limit within which such legislation should be
matured and enacted. Obviously, the period may hereafter be
extended if such extension be found necessary in the public
interest. The majority were of the opinion that the insertion
of a definite time limit for Federal control puts the burden of
presenting proper measures of constructive legislation where it
belongs—upon the owners of the properties—and that it is
inconsistent with the public interest to allow a war control, ad-
mittedly assumed for emergency purposes only, to extend in-
definitely in time of peace. A minority of our committee hold
a different view. They believe that the public interest is much
better safeguarded if the Federal control herein and heretofore
provided for shall be continued until Congress shall after the
war otherwise provide.

Now, the gentleman on my left, Mr. KEarxs, rose to ask me a
guestion a while ago, but kindly refrained.

Mr. KEARNS. It says here in the report that the invest-
ment in the property of the railroads so turned over has been
increasing at the rate of about $375,000,000 per year.

Mr, SIMS. That is the statement in the report.

Mr. KEARINS. The gentleman in his statement says about
one-third of that amount.

Mr, SIMS. I will say not less. Now I will tell the gentle-
man why in my remarks I did not follow that part of the
report. Since then I have made inguiries as best I could, but
from the information I received, which was not altogether satis-
factory, I was afraid that the estimate put in the report was
too large. I felt from information that I received that it cer-
tainly did amount to one hundred millions or more, and in three
years it would amount to one-third of a billion dollars or more,

Mr., MADDEN. Will the gentleman yield?

Mr. SIMS. I will

Mr. MADDEN. In the course of the gentleman’s very able
address in connection with this legislation, I think I understood
him to say that he was in favor of permitting the President of
the United States to originate rates and on complaint to have
hearings before the Interstate Commerce Commission, that they
might ascertain the.facts and submit them as prima facie evi-

dence to the President of the United States, and he would still
retain the power to fix the rates,

Mr.' SIMS. What I said and what is in the bill, as T under-
stand it, is that rate making will go on just as it did before the
rallroads were taken over both by the Interstate Commerce
Commission and State commissions, :

Mr. MADDEN, The bill does not provide that, does it?

Mr, SIMS. Yes; the bill reads on page 12, line 12:

Until and except so far as the President shall from time to time
otherwise ordcr, the rates, fares, charges, classification, regulations, and

ractices of carriers under Federal control shall during the period of
s et:‘ril control continwe to be and to be determined as hitherto, But

Mr. MADDEN. Yes; but that language could not by any
stretch of imagination be construed to mean that the rates be
originated as they are to-day and passed upon by the commis-
sion as they are to-day.

Mr. SIMS. I said the power given the President to originate
rates is exceptional and not the rule, and that the rate-making
power will remain just where it is now, both by the State and
ﬂlg Federal commissions, until the President should otherwise
order.

Mr. MADDEN. Why should the President of the United
States be given the authority to make a rate without respect to
what the Interstate Commerce Commission may say about it?

Mr. SIMS. I will be glad to answer the gentleman. This is a
very impertant matter, and the gentleman may take his seat, be-
cause it may take me some time to answer satisfactorily. Now,
that question can be answered in part by asking another, Why
should the railroads be turned over to the President at all?

Mr. MADDEN. I will answer that question.

Mr. SIMS. I did not ask it for the purpose of being answered,
but let the gentleman answer it.

Mr. MADDEN. The reason why they are turned over to him
at all is that Congress in its wisdom thought some time last sum-
mer that it might be wise during the period of the war, as a war
measure, to give the President the right to operate the railroars;
but answering further, if the Congress had exercised its wisdom
in another direction it might have authorized the discontinuance
of the operation of the Sherman law and given the railroad com-
panies through their experienced managers the same power to
coordinate the railroads into one system that they give the
President, and they would have reached better results.

Mr. SIMS. In the first place, the gentleman is mistaken when
he says last summer. In 1916, August 29, the Congress. in an
amendment to the military appropriation bill, made provision for
the President to take over the railroad systems. That was be-
fore we were in any war at all. That was when the only cloud
on our horizon was the gentleman in Mexico—

A Memper., Our war with Mexico.

Mr. SIMS. We had no war with Mexico; we were there to
assist the authorities in Mexido to apprehend and capture the
Mexican bandit, Villa, that had crossed into American territory
and committed murder within the jurisdiction of the United
States,

Mr. MADDEN,

Mr. SIMS,

It was not a very successful expedition.
This is not the time for levity, and I do not mean

“to inject anything of the kind into the debate. I want to call

to the attention of the gentleman that in making that provision
it eontemplated only the use of such a system of railroads as
might in our opinion be necessary to put under Federal control
so far as the conflict with Mexico or the Mexicans, or in the
ald of Mexico, was then necessary. Of course, it was not neces-
sary in a small undertaking, in a small disturbance, to turn over
all the railway systems and to make all the provisions that may
be necessary when we are in actual war with the greatest mili-
tary power in the world.

Mr, MIADDEN. I want to say to the gentleman that I am in
close accord with the closest unification of these railroads as one
system for the purpose of aiding the war activities in the best
and the most expeditious way, but that does not imply that I
am in favor of the President of the United States making com-
mercial railroad rates.

Mr. SIMS. I hope I will be able to bring the gentleman
around to that view of it.

Mr. MADDEN. I do not think the gentleman will.

Mr, SIMS. Do not let us have any prejudged immovable
barriers as to what is best for the country. What is the Inter-
state Commerce Commission? It is a body created by Con-

gress for the purpose of enforcing regulation of rallroads. In

what capacity were the railroads to be regulated? The rail-
roads were private corporations, private enterprises, doing a
public business and had been guilty, or so alleged, of gZranting
rebates and discriminations between the shippers and com-
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munities, and of being guilty of unfair practices, and a thou-
sand and one things not necessary to enumerate. The commis-
glon was created for the purposc of regulating privately owned
competitive railroad companies, to prevent these companies from
nbusing their powers. and to make them act according to the
rule of right and justice and not to destroy any community by
giving another a favored rate, not to build up and make mil-
lionaires out of some shippers by giving them rebates and other
advantages of transportation.- .

Mr. MADDEN. Let me ask (he gentleman——

Mr. SIMS. Will the gentleman from Illinois let me finish?
He asked me a question that demands a long explanation, and
I can not say what I want to say in another man's language, but
I must say it in my own way. Legislation was had with ref-
erence to the operation of competing railway systems serving the
public as to rensonableness of rates, the fairness and justice of
these rates. We know that from the time that the Interstate
Commerce Commission was created as a rule the railway com-
panies fought every effort that was made by the commission to
execute its powers in the public interest, and fought all laws
that were enacted by the Congress for their proper regulation,
and many of them were held by the courts to not be what Con-
gress clearly intended they should be, until finally Mr. Roose-
velt was elected President of the United States by the largest
popular majority, as I now remember, of any candidate thereto-
fore elected, and was elected upon a platform that did not re-
quire him to advoeate any enlargement of the powers of the
Interstate Commerce Commission,

It was a day when we had universal corporate prosperity, and
almost all other sorts, measured by money. The railroads were
happy. and all other corporations were happy, and the Republi-
can Party. having been returned to power with the greatest
popular majority it ever had and one of the largest in the House
of Representatives, was happy. Your unruly President. how-
ever, would not be happy, but demanded justice to the shipping
publie. It was absolutely impossible for the managers of corpo-
rate properties to understand it, or to conceive why en earth
he was not “ practical ” in that as well as in some other mat-
ters. He advoeated in a message to Congress, without any
pledge in his platform, without any election pledge of his own,
that the Congress enact legislation strengthening the powers of
the Interstate Commerce Commission so 01s to make it worth its
salt. and you know and I know—the gentleman from Illinois
[Mr. MappEN] was here—what a tremendous fight the corporate
owners and the owners of corporate securities made against
any effective legislation along that line, The gentleman knows
that If it had not been for the prestige of the man who had just
been elected President of the United States and for his bulldog
determination to have the legislation he advocated that bill
would not have passed the Congress that did pass in 1906 in-
creasing the powers of the Interstate Commerce Commission,
And whatever you may say about the ex-President of the United
States and all of the useful things that he has done and some
things that he has done that are not so useful, I want to say
that that one act of his in bringing the party that had been
absolutely dominated, as far as that election was concerned, by
corporate interests to the enactment of that lezislation is some-
thing that ought to, and will, make him live in history through
the ages—showing that we can trust a man to do a great deal,
to accomplish a great result, when he has justice and right on
his side, regardless of the opposition of the millionaires and all of
the peliticians who had fattened on corporate contributions to
the contrary notwithstanding. [Applause.]

Mr. GORDON. Has the gentleman finished gnswering the
question of the gentleman from Illinois?

Mr. SIMS. No; I have not. Now, I want to call the atten-

tion of the gentleman from Illineois to another thing. That law

had hardly been placed on the statute books and had been
interpreted before a proposition was brought in- here to create
a special court to have exclusive jurisdiction of all suits brought
to test the validity of the orders of the Interstate Commerce
Commission, and some very, very good men, both In Congress and
out, believed in it.

The ery was that these suits were so many and so vast and so
important that they could not be heard and determined in a rea-
sonable time without a special court to do noihing else. The
Congress. as I believe, over the opinions of a majority of the
House, permitted that to go into the legislation of that day, and
we commenced then immediately to have that court abolished.
Before it was abolished it had decided a nmmber of cases that
had been brought to enjoin the orders of the Interstate Com-
merce Commission, and on those cases being passed on by the
Supreme Court of the United States on appeal. about 80 per
cent were reversed. Then Congress, in its wisdom, abolished it

The court never should have been established in the first place.
It was a way to get around, to circumvent. and destroy the ef-
fective powers of the Interstate Commerce Commission—having
a special court that was open to nobody except those who were
attacking the orders of the commission,

You see how difficult it has been to secure legislation making
this commission worth Its salt in time of peace, but it is all
based on the theory that you have got private greed to contend
with, that you have competitive conditions to contend with, and
there is not a syllable of law that now exists that provides that
the Interstate Commerce Commission shall initinfe one single
rate, The commission can not initiate rates. It is absolutely
without power to do so. All it can do is to suspend the rates
when filed by a carrier or by carriers, either upon its own mo-
tion or upon complaint, and then after having full hearing e-
termine a maximum rate, not over and above which would be
reasonable. Therefore, its function is not injtiantive. but is in the
nature of veto. We are now in war. We are parties to this war.
It may become absolutely necessary at any time to transport
hodies of troops and munitions without any compensation to the
carrying railroad. It may be absolutely necessary, though we
hope few such cases will ever arise, in which a rate, to be worth
anything, must be initinted immediately. This bill with great
caution provides that the President may initinte a rate when
lie in the public interest deems that it is necessary. °

Mr. BURNETT. Mr, Chairman. will the gentleman yield?

Mr. SIMS. In a moment. Then upon complaint it is re-
ferred to the commission which investigates and reports to the
President as to the justice, reasonableness, and fairness of the
rate, and then he may still maintain that rate. but you know,
and I know, there never has been a President of the United
States under such circumstances, especially if the rate affected
commerelal products in ordinary commercial transit of the eoun-
try, who would not do exactly what the Interstate Commerce
Commission advises in such a case.

Mr. GORDON. Then, what is the use of conferring the power
if he will not exercise it?

Mr. SIMS. The gentleman has asked a question. T did not
say that he would not exercise it. I said upon reference to the
commission and the commission found there was any injustice
in it, any diserimination, anything unreasonable, and it affected
the ordinary business of the country, there is not a President the
country has ever had who would not make the rate in accord-
ance with the recommendation of theé commission.

Mr. MADDEN. Will the gentleman yield for one more ques-
tion?

Mr. SIMS. 1 promised sometime back to yield to the gentle-
man from Ohio [Mr. Gorpox].

Mr. GORDON. The function of making rates is a legislative
function? = :

Mr. SIMS. Quasi.

Mr. GORDON. Quasi? No; it is a legislative function.
that true or not?

Mr. SIMS. Go ahead and ask the question.

Mr. GORDON. That is the question I want the gentleman to
answer. Is it a legislative function or not?

Mr. SIMS. I said quasi, in the nature of a legislative function.

Mr. GORDON. That is the genileman’s judgment about 1t?

Mr. SIMS. Yes.

Mr. GORDON. What is there about the country being in war
that makes the President of the United States competent to exer-
cise a legislative function. The gen:leman has just said we are
in war, and that the President would not exercise this power,
anyway ; that if the Interstate Commerce Commission found the
President was wrong—the President has not very much to do. of
course, in time of war except to fix rates—now, the gentleman
says if the Interstate Commerce Commission after investiga-
tion—and it can not fix rates until it does investigate—finds that
the actions of the President were erroneous that the President
will reverse himself. Now, if that is so, why not leave the power
where the law puts it now?

Mr. SIMS. Now, I will answer the gentleman when he gets
throungh——

Mr. GORDON. Answer that.

Mr, SIMS. Allright. Now, the gentleman says, leave it where

it is. -

Mr. GORDON. Yes; where the law puts it

Mr, SIMS. Does the gentleman know where it is?

Mr. GORDON, Yes. .

Mr., SIMS. Where is it?

Mr. GORDON. Under the Interstate Commerce Commission,
which is where this body put it.

Mr. SIMS. No, sir.

Mr. GORDON. Where is it, then?

Mr. SIMS, The railroads initiate their own rates,

Is
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Mr. GORDCY, It does not fix them, though.

Mr. SIMS. A rallrond initiates the rates, and after a certain
date they go into effect unless suspended by the Interstate
Commerce Commission. Now, there is a whole lot of difference
in recommending it, where it is up to the railroads to initiate
rates and to depend upon the Interstate Commerce Commission
to vacate them or set them aside or reduce them in time of war,
and letting the President initiate a rate which goes into effect
immediately as a war necessity.

Mr. GORDON. Well, but the gentleman does not allow the
President to initinte. I will favor giving the President power
to initiate rates, but I would not want to give him power to
fix them absolutely. The gentleman converts the Interstate
Commerce Commission into a debating society.

Mr. MADDEN, Will the gentleman yield for one more
question? -

Mr, SIMS. Just make it as short as the gentleman can.

Mr. MADDEN. It will be short. Under the present law the
railroad companies have the power to initiate a rate, but they
can not file a rate unless the Interstate Commerce Commission
decides that they have a right to file it, and after they do file
it the Interstate Commerce Commission can suspend it and
then finally pass upon it.

Mr. BURNETT. Will the gentleman yield?

Mr. SIMS. In just a moment; I can not answer now.

Mr, BURNETT. And I would suggest to the gentleman that
he be brief. too, in answering.

Mr. SIMS. I will try to, but the gentleman knows what a
long-range question the gentleman has asked.

Mr. OLNEY. Will the gentleman yield?

Mr. SIMS. I am trying to answer the gentleman from Illi-
nois. I wonld state briefly I have been interrupted so that I
have forgotten exanctly what the question was. Will the gentle-
man state it briefly?

Mr. MADDEN. The question I put was rather in the form
of a statement; that under the present law that the railroad
companies have the power to initiate the rates, but they have no
power to file a rate unless the Interstate Commerce Commission
permitted them to do it. Then after they do file the rate the
Interstate Commerce Commission still has the power to suspend
the rate for a given period.

Mr. SIMS. That is true.

Mr. MADDEN. And when the rate is finally made the Inter-
state Commerce Commission makes it. ?

Mr. SIMS. Yes; that is true, and as I said a while ago the
power of the Interstate Commerce Commission is to act on rates
made by privately owned, privately operated competitive com-
panies in time of peace to prevent injustices between the several
shippers and communities, but in no sense to exercise a
power—— . i

Mr. MADDEN, The gentleman is not going to give that power
in this bill?

Mr. SIMS. When this war commenced we did require by
an amendment to the bill increasing the commission that before
a railroad eould file a rate that it should be approved. Why
did we do it? The commission was up to its ears in very impor-
tant business, The commission was up to their eyes in very
important business, and under the rules and the law when the
railroad filed its rate, it wounld go into effect in 30 days and
become a rate subject, of course, afterwards to suspension by
the commission on complaint, and in order that the commission
might have absohite control we amended the law, and have
limited the time so as to cover the war period; so, in order to
file a rate and have it go into effect, we require it to be ap-
proved by the commission before filing.

Mr. BURNETT. As I understand from your bill, you give
this power to the President? That is, he may exercise it in
regard to rates on railroads that are entirely inside of the border
of a State, where the freight is entirely intrastate freight.
Would not that absolutely, by this kind of legislation, destroy
the power of the State railway commissions to fix intrastate
rates on intrastate railroads, and so forth?

Mr. SIMS. My understanding is that it absolutely would not.

Mr. BURNETT. That is the way I understood the gentle-
mian.

Mr., SIMS. The railroads are taken over as a war measure.
We have hardly any intrastate railroads that are not connected
with lines outside of the State.

Mr. OLNEY. Many of us who voted for the Adamson bill
hoped that legislation would follow so as to meet this eight-
hour bill with wage increase—that ig, a bill to increase the
freight rates and passenger rates of the railroads—but that
legislation did not follow, for which most of us were sorry.
Under this bill the Government proposes to give the railroads

an increase of freight and passenger rates, does it not, which it
refused to do under private conditions?

Mr. SIMS. The bill does not propose anything. It only gives
the Pres dent power as an exceptional matter and in the publie
interest to initiate rates. The rates that he so determines are
to be in the pubtic interest.

Mr. OLNEY. Let me give an illustrative case. The Norfolk
& Western Railroad in shipping wheat to Baltimore in 1910
maintained about the same freight rate as it does at the present
time, and the carriers of wheat in Virginia last year, receiving
$2.40 and $3 a bushel for their wheat, paid about the same rate
as they did in 1910, Now. it would be possible nunder Federal
control, whieh was refused under private ownership, to increase
the freight rates?

Mr. GORDON. And tax the farmer on the wheat becanse he
was getting a higher price for it?

Mr. OLNEY. Yes.
~ Jlftr. GORDON. Yes. And that is the reason I am opposed

a it

Mr. SIMS. Let me answer the question. We legislate with
reference to probabilities and probable necessities, and not with
reference to possibilities and possible necessities. I do not see
any necessary relation between the inerease of war prices on
wheat or corn or pork and the freight charge for their carriage.
The only way that I ean see where it burdens the earrier more
than it did before is that, if the earrier is made responsible for
the loss of wheat, pork, or corn, it would have to pay more in
the nature of insurance. But the law says a reasonable rate,
and a reasonable rate is one that gives a fair return upon the
money actually invested and used in performing the service.

Mr. OLNEY. In your investigation you foumnd, probably that
some of the small railroads at least were on the verge of bank-
ruptey and welcomed Federal control but probably not Federal
ownership?

Mr. GORDON. The New Haven, for instance,

Mr. OLNEY. But when the railroads are put on their feet
by the Government, for instance, after the war is over they will
go back to their original ownership and not necessarily wel-
come Government ownership.

Mr. LENROOT. Mr. Chairman——

Mr. SIMS. I yield to the gentleman from Wisconsin.

AMr. LENROOT The gentleman has referred several times,
and it is also found in his report, to the powers of the Presi-
dent to make rates as war powers of the President. I wounld
like to know upon what theory the gentleman contends that the
power to make rates is a war power of the President?

Mr. SIMS. I do not mean rates in general,

Mr. LENROOT. Any rates.

Mr. SIMS. I think he has got the power to order a railroad
company to carry soldiers and sailors anywhere without any
compensation.

Mr. LENROOT. I am asking on what the gentleman's theory
is based that the making of rates is a war power nt all,

Mr. SIMS. I do not care whether it is a war power or not,
just so he has the power to do that which may be absolutely
necessary in the sueccessful prosecution of the war.

Mr. LENROOT. Now, will the gentleman yield?

Mr, SIMS. Yes.

Mr. LENROOT. Can the gentleman think of any possible
situation, whether we have one rate or another, where it would
have the slightest influence on the President ecarrying on the
prosecution of the war, when the Government, under the gentle-
man’s bill, must pay the bill, either by revenues or some other
way?

Mr. SIMS. Waell, that is an argument.

Mr. GORDON. It was a pretty hard one, too.

Mr. RUSSELL. I want toask a question or two about another
branch of this bill. !

Mr. SIMS. Mr. Chairman, how much time have I left?

‘The CHAIRMAN. The gentleman has five minutes remaining
of the first hour. .

Mr. RUSSELL. As T understand this bill and the proposi-
tion embraced in it, the Government takes charge of only a part
of the railroads of the country. It does not include in the order
of control a lot of short lines in the United States, does it?

Mr, SIMS. It includes all of them. .

Mr. RUSSELL. It includes all the railroads?

Mr. SIMS. I will explain that to you. It is in the bill, The
bill as now reported, which was, of course, nmended from what
it originally was, provides in cnses where it would be plainly
inequitable to apply a standard return that the President may
make n settlement with roads taken over without any reference
to standard returns. Section 9 provides that where a short
line or any road is not taken over there shall not be such a
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change and rerouting of freight as will injure it, but if they
find it necessary to reroute freight, then the President is au-
thorized to require the read to which it was rerouted to make
up that loss by routing an equal amount of freight to this line
that was not taken over.

Mr. RUSSELL. Seetion 9, as the gentleman states, assumes
that some roads have not been taken over, as it speaks about the
remedy in case of those that are not so taken.

As I understand the provisions of this bill, some roads have
not yet been taken over, but may be hereafter.

Mr. SIMS. That is possible

Mr. RUSSELL. Does not the gentleman believe that if the
policy of the Government and of the President under this bill
is to take over certain reads to the exclusion of other smaller
roads, that fact of itself will depreciate the value of the stocks
and bonds of the short lines not taken over and will tend to
drive them into the hands of receivers?

Mr. 5IMS. Not under the bill t}mt is now prepared and re-

rted.
poMr RUSSELL. Does the gentleman think this bill will suffi-
ciently safeguard -the rights and interests of those roads that
are not taken over?

Mr. SIMS. Section 9 was drawn in consultation with those
very gentlemen,

Mr. RUSSELL. Were the representatives of the short lines
of the country satisfied with this provision?

Mr. SIMS. They drew the provision in this form.

Mr. WALSH., Mr. Chairman, will the gentleman yield for a
question?

Mr. SIMS. If my time permits T will.

Mr. WALSH. Did the gentleman intend, in answering a ques-
tion of my colleague [Mr. OLxEY |, ‘hat because the farmers re-
ceived more for their wheat in the last year or so, therefore the
freight rates on wheat should be increased?

Mr. SIMS. XNo; I did not say they should be increased.

Mr. WALSH. I could not understand what was taking place,

Mr. SIMS. There was no relationship in that at all with the
increase per se. It is provided that the roads shall receive
reasonable compensation.

‘The CHAIRMAN. Tre time of the gentleman from Tennessee
has expired.

Mr. SIMS. .Mr. Chairman, although my time has expired, I
did not complete all I wished to say, but I could not answer
questions and at the same time explain the bill as fully as 1
would like. But I felt I could not decline to answer questions
under the circumstanees,

Mr. GREEN of Iowa. Would the gentleman like to have his
time extended?

Mr. SIMS. No; I thank the gentleman. The gentleman from
Wisconsin [Mr, Escr] will follow me.

Mr. MOORE of Pennsylvania. I move, Mr. Chairman, that the
gentleman’s time be extended.

Mr. SIMS. I thank the gentleman, but the gentleman from
Wisconsin and myself are trying to arrange the distribution of
the time equitably.

Mr. MOORE of Pennsylvania. The gentleman iz chairman
* of the committee, and very many Members would like to inter-
rogate him concerning certain paragraphs in the bill.

Mr. SIMS. The only trouble is that all the time I take over
the hour will be taken out of somebody else’s time who would
want to use it.

Mr. MOORE of Pennsylvania. But the gentleman is chair-
man of the committee.

Mr. ESCH. Mr. Chairman, I yield one hour to the gentleman
from New Jersey [Mr. PArxEer].

The CHATRMAN. The gentleman from New Jersey is recog-
nized for one hour.

Mr. PARKER of New Jersey. Mr. Chairman and gentlemen
of the committee, while T have prepared a considerable amounnt
of notes upon this general subject, yet it seems to me that per-
haps 1 can make it plainer by saying less,

_PROVIDE FOR ADJUSTMENT OF COMPENSATION.

- The matter before the House is this: There is no doubt about
the necessity and power of the President to control the earriers
of this country. There is no doubt that if we pass no law the
carriers would be paid reasonable compensation through the
courts. There is no doubt, however, that unless we provide
some agreement as to such compensation, as we do by this bill,
the courts would be swamped, the delay in paying that com-
pensation would upset and destroy every railrond security
throughout the country, and with it our financial markets and
our Government credit in selling upon those financial markets,
and that this bill allowing an agreement as fo compensation is
a necessity.

We might go further. I think we would have the right to
fix the compensation in war times, at least provisionally. We
have not done it by this bill. We leave it to agreement or the
courts, The majority and the minority have agreed about the
principle of that agreement for compensation, that the railroads
and carriers shall not be paid for extra profits that would be
made by war business, but shall be paid on a standardized state-
ment of what they actually made before the war began. In this
we follow the example of England.

,REPAIR AND NEW EQUIFMENT.

We have likewise agreed that the Federal Government should
keep the property in as good repair as it received it. That is
just. We have likewise provided, inasmuch as our railroads
have in a measure fallen down and are out of equipment and
somewhat out of repair owing to causes that we need not gZo
into, that the Government may buy new equipment ard furnish
that repair.

The committee has made a material amendment. The bill
as presented by the Government provided that all new ears and
rolling stock shall belong to the Government, se that at the
end of the war they would have on hand any ameunnt ef rolling
stock that they would not know what to do with, We have pro-
vided that they may do that, or that they may assign the equip-
ment to the various companies and arrange that their securi-
ties be issued and the interest taken care of, se that that matter
may be adjusted as the war goes on, which we thimk is much
better. In this respect the House bill differs from the Benate
bill, and the House ought to insist on the House prevision.

BETTERMENT ACCOUNTS. C

We also tried to give general powers to adjust the @ifficult gues-
tion as to renewals and betterment account. If befere the war
any railroad did not make proper renewals amd repairs, or
charged what were really repairs and renewals, and net improve-
ments, to capital account, they thereby increased om paper their
return of net operating income, and the Government would seem
to be paying them too much. What is more, in taking over a
railroad of that sort which had run down, the Goverement would
have to do extraordinary repairs at its own eost to put the road
in order. There is a provision by which that eam be somewhat
adjusted. ¥ myself think that little adjustment will be neces-
sary, because, instead of taking the income eof the last year
before the war, which was large and which, T think, the eom-
panies were fairly entitled to, we have taken the average of
three years before the war, including one year w .ch was very
small, and the difference between the average imeome aml the
income of 1917 will take care, I think, of all extraerdinary
questions of repair.

I think also it must be- taken into consideration that we
do not pay for the enormous war business which the Govern-
ment will”do. upon these roads, and that we could fairly cut the
Gordian knot by assuming those repairs en Governmsent account.

TIME LIMIT WHEN WAR ENDS,

One question was strongly debated. This Is a war pewer, and
control should, in prineiple, end with the war. The eemmittee
have agreed that a reasonable time after the war shall be
limited in whieh the railroads shall be given back. The minor-
ity think that the 2 years which they have allowed, and cven
the 18 months allowed by the Senate, is teo long; that 1 year
is enough.

BATE CONTROL OF INTERSTATE COMMERCE COMMISNION,

There was one other question of difference in the eommitiee:
The majority have agreed that rates during the war shall be
finally in control of the President of the United States. The
minority are of opinion that such control, which is a legislative
matter, can not be given to the Executive, but must remain in
the hands of the Interstate Commerce Commission, as hereto-
fore, and we think that all the more because the power to raise
rates would give to an Executive the power of taxation, which
can not belong to any Executive.

PRESIDENT MAY SURRENDER,

There is another matter in which I perhaps am giving only
my own opinion and not that of the minority: The President,
when he took control, said he reserved the power te surrender
control at any time. The bill takes that power from him and
only allows him to surrender control before July next, except
by agreement with the earriers, which he might not be able to
make, and he is bound therefore to hold those roads until the
expiration of the time limit when the necessity may have passed.

The SBenate, while providing that single reoads ean only be
surrendered by consent under certain conditions, has added the
provision that all roads may be surrendered by the President
at any time if he thinks the necessity for holding them has

passed. I think that is right and should be inseried im eur bill.
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BTATE TAXATION SHOULD BE STANDARDIZED.

There is one other matter which I consider of more impor-
tance than is thought by other people. That is the subject of
State taxation. We allow to the companies as revenue the net
operating income which they received before the war, and they
do not get any more because of increased Government operation
during the war. I think the same principle ought to apply to
taxes by States, counties, and municipalities, and that they
should not tax Government war operations. Twenty States put
a tax upon gross receipts, which would include the receipts of
such operations. Therefore at the proper time I shall propose
an amendment by which the Government of the United States,
in control of the roads, shall pay to every State, county, munici-
pality, or taxing board, whatever it may be, the same amounts
of money each year that the property now or hereafter acquired
was assessed for in 1917.

This, Mr. Chairman, is merely a statement of the issues of the
bill thus far, which I hope to be able to enlarge upon. For fear
I would not get through so complicated a matter I thought
it best to make the statement as clearly as I could at the be-
ginning,

How many minutes have I used?

The CHAIRMAN. Fifteen minutes.

Mr. TOWNER. Mr. Chairman, will the gentleman yield?

Mr. PAREER of New Jersey. I would rather go on with my
deseription.

Mr. TOWNER.
terrupted

CARRIERS ARE CONTROLLED—THE SYSTEM, NOT MERELY PROPERTY.

Mr. PARKER of New Jersey. I prefer for the present not
to be interrupted. When I reach the topic that the gentleman
wishes to speak about I shall be glad to be interrupted. I have
said that the power to take these roads is beyond question. We
acknowledged rather than gave that power by the act of 1916,
which provided that in time of war the President might utilize
all systems of transportation. It is a universal war power. If
a general wants to move his forces within the war zone he takes
from any farmer his wagons, teams, and teamsters, and earries
with those horses and wagons and teamsters whatever he de-
sires to transport, and pays the farmer for their use. That is
what we are doing now., In time of war the sea has always
been subject to military control, and every nation at war has
tried to get the full control of the sea. Now, land transporta-
tion has grown, by the system of railroads, into a system of in-
corporated carriers that have 1,700,000 employees, and capital
estimated at over $17,000,000,000. In the last year they made
$1.000.000,000 of profit and collected $3,500,000,000 of revenue
during the year, three times what the United States does in
peace times. We control these carriers. I point out this, how-
ever: We did not take rails and buildings and cars.= We took
the systems, something that will go, the organization. We do
not make 1,700,000 men Federal employees, subject to political
appointment or civil service or Government insurance or com-
pensation. We do nothing of the sort. We utilize these systems
in the service of the Government. We are controlling, and the
systems taken over are called in this bill very properly the
“ecarriers.” 1 mention that because so many people think we
have takemrr all these men as our civil servants, and that we
have taken the railroad property to become property of the
United States.

If the gentleman would prefer not to be in-

TAKE AND PAY FOR WAR USE ONLY.

We might have to do that. We do not do it now. We utilize
the systems. As I have said, control was necessary, that the
war power must be exercised in this way ; but when I have said
that, I say likewise that the taking is an emergency war taking
and nothing else. Constitutionally the President could only
take, under the interstate-commerce power, interstate roads.
He took all, even those running from a town down to a ship-
yard in a State. He may take every trolley road. He has tuken
everything that will do the work of the war, and he does that
also because we could not afford to take under the commerce
power. That would be a permanent taking, and we would have
to pay the whole value of the roads, and we can not raise at least
$17,000,000,000 in addition to our war debt in order to pay every
stockholder and bondholder of these roads what they are worth.
It is therefore an emergency taking, and only the taking of the
use—the use during the war. Let us not forget that. It was
proposed by the original bill, and there may be an effort made
to put it back, that we should take until Congress otherwise
orders. That means that under the present law we would hold
them forever, and under such a taking we would have to pay
for them. Under the war power we take all roads, not forever,
but the use of them for the period of the war and for a reason-
able time thereafter. The House, I know, will stand by that.

If the United States took them until Congress otherwise pro-
vides you might as well call it Government ownership. What
is more, it would be dangerous to take with the idea that a law
giving the railroads back could be passed promptly. It is hard
to pass a law through Congress, with the vote of its two bodies,
and with the assent of the President. Delays are possible by
single men. In one body of this Congress one man can stop
almost any legislation. If we took the carriers in that way, sub-
ject to return only by act of Congress, that act would be likely
to be delayed by one of the two parties. If the Government
found it pleasant to run all the roads and to take eare of 1,700,-
000 employees, the Government might block the net. If the
carriers found it pleasant to get dividends without doing any
work, the carriers might block the act.
TIME LIMIT INSURES RETURN,

The only way to be sure to have the roads returned within a
reasonable time after the war and to have the necessary legis-
lation is to fix a time. I think that the time should be short.
If we fixed it at six months, there would probably be a year or
two occupied in the details of arranging the treaty of peace,
and, added to that and during even six months if necessity
arose, it would be guite possible to extend the time by act of
Congress ; while, on the other hand, if the matter has to be pro-
vided for then, it will be provided for, and it never will be so
provided if the time is left in uncertainty and not limited.

AND AVOIDS FINANCIAL UNCERTAINTY. -

It is objected that at the end of the war a time limit would
cause trouble ahout finance and uncertainty in the stock mar-
kets. There would be still greater danger of uncertainty in the
stock markets if the uncertainty remained as to whether the
roads would ever be given back and uncertainty as to the terms
on which they should be given back. The quicker the better.
[Applause.]

POWER OF SURRENDER.

The President should have the power of surrender. If this
war ended promptly, but there was much delay in settling the
terms of peace, the President would want to hand back the
roads. He should have the power to hand them all back.

He reserved that power in his proclamation, * and, by subse-
quent order and proclamation, confrol and operation in whole
or in part may also be relinguished to the owners thereof of any
part of the railroad systems and rail and water systems, pos-
session and control of which are hereby assumed.” It is reserved
in tha Senate bill containing the further proviso “ that the Presi-
dent may relinquish all carriers under Federal control at any
time that he shall deem such action needful or desirable.” (8.
3752, p. 14, lines 13 to 15.) He should have this power for the
protection of the Government, which should not be forced to
keep the carriers when the war necessity is past, and for the
protection of the carriers who are entitled to return of their
property when the war needs are over. By the Senate bill the
President may not surrender single roads after July 1 next ex-
cept by agreement, but he may decide when the need of war
control is over and surrender all roads.

To limit his power to give up the Federal control of all car-

riers is not only improper but it is unconstitutional if it llmits .

the war power of the President. :
VALUE OF USE AT TIME OF TAKING. =

Most of these questions would come up without any new legisla-
tion. Federal control would be for the war and for a reasonable
time thereafter, and the United States must pay the value of the
use, but it is a good deal of a question on what principle that
value should be agreed on or settled. The use taken is tempo-
rary. The principle in all takings of a temporary use is to pay
the value of the use at the time of the taking. This can be ob-
tained from the previous experience, the net operating revenues
of the carrier. The bill provides that the carriers shall each be
paid the average annual railway operating income for a period
of three fiscal years ending June, 1917. This includes on the
one hand nearly three months after war was declared—from
April 6 up to June 30—but these three months may be disre-
garded, as little war business was done by the Government
during the three months, because the United States was not
ready to begin.

AVERAGE OF 3 YEARS IS FAIR.

These three fiscal years, however, ending June 30, 1915, 1916,
and 1917, were three years of war in Europe. The first year,
1915, was a year of depression, beecause all of our financial
markets were upset and we had not begun exporting business
to Europe. The carriers made almost no money. In 1916 the
exports of war munitions and materials began and continued,
and it was a prosperous year; 1917 was almost more so. We
recognize that the carriers have the right to the business
which they did because of war needs elsewhere. We do not
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think they have a right to profit from the extra business that
they do for United States war needs here. But during:the war
elsewhere they have a right to the average business that they
would do by reason of the war elsewhere, If the central powers
could blockade Europe, it might reduce our railroad business to a
minimum, but as they did not our growing exports increased the
carriers’ business, and so it may be fair on the whole to take the
average of the three years.

tFhl:.n.-e;l.mul had no such trouble. She took a peace year before

e war.

Mr. BORLAND. Will the gentleman: yield?

Alr, PARKER of New Jersey., L will yield on that peint.

Mr. BORLAND. The gentleman is a distinguished lawyer;
lie has, been chairman of the Judiciary Committee of this
House, and' I want to ask him his judgment as to what the rail-
roads would reeover for the use of their property in case we
made no provision by law?

Mr. PARKER of New Jersey. I do not knew; ¥ think that
the rule as to the taking is to ascertain the value by the condi-
tions at the time of the taking. T think, for instance, if I took
a lease out of your hands by legal force, you would be entitled
to a continuance of your profits during that time, but not the
profits that I might make by putting in another business. I
think the railroads are entitled to a continuance of their profits
before the war, but not entitled to the benefit of new business
done by the United States during the war.

Mr. BORLAND. One question more. Is it not the recog-

nized rule of law that before the person ean recover for profits:

he must show that the profits spring out of the existing con-
tract, which he is bound to prove? He can not recover for spee-
ulative profits.

Mr. PARKER. of New Jersey. We have tried to make an
ngreement based on the standard income of the railroads before
the war.

AND WILL DRE ACCEPTED,

Mr. BORLAND. Let me ask the gentleman one more ques-
tion. You have fixed in the bill a compensation for the period
of three years. Then you go on in another case and say that
the President may make other arrangements with smaller roads.
Now, that means that the big roads can take the money if there

is a profit, and if there is not a profit why can not they go into

the court and insist on the legal rate?

Mr. PARKER of New Jersey. They certainly ean: but the
reason tliey do not want to do so is because they do not want to
knock the prices of their stocks and bonds by leaving the mat-
ter uncertain when they know that they can settle it right
away.

Mr. BORLAND. Yes; but suppose the money we offer them
under this bill turns out to be less than they think the value of
their property is?

Mr. PARKER of New Jersey. They can go into court if
they want to, but they take the risk of not being able to pay
their dividends during the period of litigation, and on the whole
we think ap agreement is going to be made.

Mr. BORLAND. It is only a moral question?

Mr. PARKER of New Jersey. It is only a moral question.
We think an agreement is going to be made.

Mr. TOWNER. Mr. Chalrman, will the gentleman yield on

that point?

Mr. PARKER of New Jersey. I would like to go on on that
point for a moment. In addition to the prineciple about taking
a short use in a lease, that the United States represents the
whole people; who have the right to the free use of the carriers
for necessary war business, paying only the damages that the
system suffers by interference with its ordinary business: T
believe that to be good law. I yield to the gentleman from

Towa.
PAR- OF STOCKS NO MEASURE OF VALUE.

Mr. TOWNER. The amount that will be reeeived under the
terms of the bill by some of the railroads, as the gentleman well
knows, will be very large.

AMr. PARKER of New Jersey. Can not the gentleman reserve
that until it is reached? :

Mr. TOWNER. That is directly with regard to this proposi-
tion.

Mr. PARKER of New Jersey. Ask your question, themn.

Mr. TOWNER. I will if the gentleman will give me the time:

Mr. PARKER of New Jersey. I will, wiih great pleasure,
bt the trouble is to get the time.

Mr, TOWNER. I do not desire to interrupt the gentleman.

the gentleman: ask the question.
Mr. TOWNER. The Lackawanna Road will receive 3291 per
cent; the Cineinnati & Texas Railroad will receive 44 per cent;

the Burlingtonm Road will receive 22 per eent; ithe Chieago & Brie

Railroad will: receive 7O per cent; the Duluth & Mesaba RRoad!

will reecive 114 per cent; the Colorndo & Wyoming——

Mr. PARKER of New Jersey. Oh; you need not have your
whole list. What is the question?

Mr. TOWNER. Just wait until I ask the question.

Mr. PARKER of New Jersey. I really can not wait for a
whole list of railroads. I willl answer the question before you
put it; and that Is, that the market value of those roads iz noft

par. Thosp dividends are reckoned om par, Thley have long:
had standardized dividends, which have standardized the value:

of the stoeks in. the market, which are represented by the in-
vestment in the roadbed and the road property, and which we
can not disturb now in time of war. Ten per cemt paid on the
United Railroads of New Jersey, under a lease, is paid really
on a stock-market price in time of peace of 230, and it is less
than 5 per cent.

Mr. TOWNER. I think perhaps I knew that as well as the
gentleman, but this is the proposition. I’ was trying to show
that a great many of these railroads were receiving very large
and excessive profits, perhaps, and there are a great many rail-
roads that will not receive anything. Does' the gentleman
think that the Government will'be compelled to pay them upon
anything like such a rate as these roads are receiving er what
will be the profit?

Mr. PARKER of New Jersey. I will answer that question;.

and I will ask not to have another question right here. I will’
answer that question by saying that those are not the profits
on the value of the roads but the profits on the par value of

the stock, and in the case of the Lackawanna I think it goes:

to about 300. It is away up above par. I have no doubt
that it is so with all these other roads. As to the roads that

are making no profit by reason of the fact that they are in:

receivership or not completed, power is given to make special
coutracts, which will take care of them, All those details will

come up when we get to the reading of the bill. It is the best

that' we can do to take things as they are. If yom take things
as they ought to be, you would never get through the courts. *

Mr. TOWNER. The gentleman thinks that we are criticizing.
‘We are not criticizing ; we are just trying to receive information
from the gentleman. The members of the committee are sup-
posed at least to know something about these things. It is not
for the purpose of criticizing that these inquiries are made. The
gentleman seems to be very much irritated.

Mr. PARKER of New Jersey. I am not irritated at all; T
am only trying to save my time. I havea great deal of informa-
tion to give to the House that I really do kmow about, amd I
do not know about this.

POSSIBLE MODES OF VALUATION,

There are several methods by which the value of the use
taken could be ascertained. The first is to throw the whele

question of what is reasonable compensation into the eourts; a

second is to pay a fair interest on the cost; a third is to pay
for business actually done; a fourth is to. pay, as in this bill, a
standardized rental based on prior ineomes; and a fifth is, as
is done in England in respect to controlled trades; to add to
this standardized rental some part of the profits whieh are ob=
tained from war business so as to make the owners of every
business alive in its management so as to achieve efliciency and
the making of profit. It is interesting to consider the prece-
dents under these various plans.

1. CONDEMNATION PROCEEDINGS,

The first course is to throw the whele eompensation into a
commission or into the courts. In the Civil War the Uniied’

‘States did actually under the aet of January, 1862, take posses-

sion of roads where the public safety required it, which in-
cluded only roads and telegraphs runniug into the Confederate
States, and as to those roads and telegraphs it previded that

‘the damnge and reasonable compensation should be aseertained
'by a commission. I have not followed out how that was done.

Roads and telegraphs taken were already ruined by their being

‘cut off by the war zone or beundary, so that they would not
receive a very large damage anyway by being taken by the Gov-
ernment.. It was easily arranged, and there were only abouf

2,000 miles of them In all, so that it {s not a precedent; but it

can be said that if we were to throw all of the railroads of this
country into a commission or court to determine the question
‘'we would swamp the commission or the courts and we would

Mr. PARKER of New Jersey. Go-ahead; I am glad to have | Dever get through.

2, INTEREST AS A" VALUATION.
Now, the second one has been proposed! by gentlemen who

fmnke the same objection made by the gentleman from Towa
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[Mr. TowxNER]. Will the gentleman give me his attention for
a moment, The second proposition was to pay some rate—nofr
more than 4 or 5 or a reasonable per cent—on the value of
the carriers’ property. The trouble with that plan is that no
one could ever find out what the real cost or value of the
roads was. The stocks and bonds in some cases were far
below the amount invested in the roads, and in some cases they
were far above the cost. The Interstate Commerce Commis-
sion has worked five years trying to get a valuation of the
railreads and have not made a single valuation, although they
have figures on two or three roads on which valuations can be
made. Who will say what rate of interest ought to be paid in
different parts of this country where interest varies? Who
will say on what value it shall be paid? It would be a greater
trouble, worse than to ascertain reasonable compensation, and
it can not be adopted.

8. PAY FOR BUSINESS DONE—EXPERIENCE IN THE CIVIL WAR.

Now, the third plan is to pay for the business actually done.
The United States did that during the Civil War. The Gov-
ernment did not take over the great mass of railroads in the
United States, and it is interesting to find what business
actually was dove and what change the war made in that busi-
ness, because like changes are probable now, other things
being equal. The United States paid the ordinary freight and
created a railroad profit which largely increased the publie
expense and the public debt. We do not think it necessary now
to do that. The railroad statisties at that time were not kept
earefnlly, as they are now, and it Is pretty hard to get statistics
from 1861 to 1865. Railroad earnings began to be published
in 1862. Railroad stock prices go back to 1854. I can find
some statisties even during that time, however, in the Aldrich
report of 1893. I have prepared a table which I shall ask
leave to print in the Recorp, and I now ask to extend my re-
marks in the Recorp by printing tables of railroad statistics
during the period mentioned, so far as I find them.

The CHAIRMAN. The gentleman from New Jersey asks
unanimous consent to extend his remarks in the Recorp. Is

C.—Average freight per ton per mile in cents, 1860-1865).
[From 8. Rept. No. 1394, 2d sess., 52d Cong., pt. 1, p. 615.]

1880 18561 1882 1863 1344 1863
New York Central R. R.......... 2.05 1.9 2.22 2.38 27 3.26
Lake Bhore & Michigan Southern 2.18 209 2.10 2.30 2.83 2.90
Michigan Central................ 218 L96 L9 L09| 228 3.08
Cleveland, Cincinnati, Chicago & -

B I S L L i e 2.12 186 1.98 2,13 2.04 2.65
New.York, Lake Erie & Western.| * 1.81 L7 1.89 2.09 2.34 2.7
Pennsylvania..........cccocn.s L96| L93 2.04 2.19] 250 2,72

1.67| L71| 1o0| 201 2.38 2.44
2.04 1.91 1. 96 1.95 2.51 310
39 3.7 3.26 3.51 4.0

4.5 4.50 4.0 4.21 4.76

24.25 | 24.30 | 27.88 31.74

2.43 4 5 .18

100. 4 101 116 137

D.—Gross freight earnings, exclusive from elecators, etc. (1860-1565).
[8. Rept. 1304, 24 sess., 52d Cong., pt. 1, p. 626, ete.]

1360 1861 1862 1863 1864 1865

s 182, 927, TTRIS2

 517,344/33, 402, 836,85, 570, 343(88, 157, 55189, 762, 569
New York Central. .| 4,043, 63s] 5,557,019

7,972,304 9, 449, 55410, 655, 672(11, 000, 053
| 3,831,343 4,351, 464] 6,642,915 8,432,234] 0,855,08810, 723, 234
4,191,781 5,308,025/ 7,668,420 8,602,262{10,351,999(11, 193, 565
1,309,714] 1,905, 707| 2,401, 030] 3,311,034| 4,148,504, 4,739,068
Total.......... 17,257, 25719, 729, 56028, 0SS, 10535, 395, 427|43, 208, 814147, 451, 524

: 1 11 1 200 250 274

4

there objection? [After a pause.] The Chair hears none. 1860 | 1861 l 1882 | 1863 | 1864 | 1835 | 1885
[Mr. PARKER of New Jersey submitted the following tables, [ n
marked A to H, preceded by an abstract of the percentages of ok s i Gt ol wl e lw e fos]
) 151 aware udson Canallo. 45
the figures of 1861, 1862, 1863, 1864, 1865 to those of 1860.] fhe Aail Steamship Co o 8 s | o zml
Abstract of tahles : %“ﬁ“:’i?"i“ﬁéﬁhﬁ“ g 3 ﬁ* lgl ; El 07
ract of i 1 ] elphia ~e - 107
in per cent 3900 A SO |08 ) AMAT) TS ) Miscitpnss Catrel i | %01 | 621|100 | 128 | 18 102}
Chicago, Burlington & Quiney........| 88 53 w113 |3 104 116
A | Thousands of tons carried. . 100 | 107 136 152 163 161 Total 24 T T —-—“m. s s
fiffote of tonseaxcied |~ =5 b as s b ol Paramat o rihirasnmaEaaaass # 20088 1 7
o N:ﬂﬂ’g, 100 | 122 150 177 185 | 174 Porcent ....... cocncscacnennans 100 ‘.’.3%% 11 17% i 183 183
C | Average freight per ton per
ile,incents. . .......... 100 | 98 100.4 | 101 116 | 137 2l
D Gg;s froieht earnings o 00| 114 163 208 950 | 274 F.—Average annual price of gold (1860-1865).
T | Prices of railroad sti?ick ..... %g lgg }{; 1135 % }g
A ge price of gold.......
g lz:mvapv?m‘f .......... 00| 110.8| 1029 110.5] 125.6 | 143.1 1560 1861 1562 1883 1884 1885 1868
H | Cost ofiron rails............ 100| 88 85 160 262 205
- 100 100 113 145 203 157 11
A.—Aggregate thousands of tons carried between all points (1860-1865).
[S. Rept. No. 1394, 2d sess., 52d Cong., pt. 1, p. 621, ete.] G.—Relative wages in all occupations, I1860-1866,
[S. Rept. No. 1304, 2d sess., 52d Cong., pt. 1, p. 18.]
1882 | 1863 | 1864 5
b i 1860 1861 1862 1863 1884 1885 1565
i e 850 853 g0 | 1,078 | 1,175 | 1,121 i
?&mtét?#ufg'ﬁ??tni = R 395 | 326| 345| 419] 467 488 100.0 100.8 102.9 110.5 125.6 143.1 152.4
Now York Gl iwrr| | BRI LER N D) 2B L
New York, Lake Erie & W...... " ' + e = Generally, railroad w , except for conductors, did not make large
myiﬂhhi‘an-wnm& 1,347 | 1,482 | 2,050 2,585 2,556 ll}_cr(mm during these years. Englneers and firemen increasedqb 25“1?0
Cmburxh", .................... 465 526 643 806 859 &3 32.5 g:;sfegg.aﬂ p?ofﬁdolf‘):wm 50 per cent. (8. Rept. No. 1394, 52d Cong.,
Total... 5,572 | 5,077 | 7,555 | 85,490 | 9,416 8,007 | H.—Prices (per ton) and per cent of iron rails (standard), IS50-1866.
Per cont U S AT (R a0 ] CEAE [ Sty 161 [S. Rept. No. 1394, 24 sess., 52d Cong., pt. 2, p. 180.]
B.—Millions of tons carried a mile by railroad (1860-1863). 1860 1861 1862 1863 1864 1865 1866
[S. Rept. 1304, 24 sess., 52d Cong., pt. 1, p. 618.]
§48.00 $42.38 $41.75 §76. 58 $126.00 $98.63 $88.75
160 | 1881 | 1se2 | 1863 | 1s64 | 1885 s = Ll A0 202 20 181
Fiteh RR 9 3 3 1 1 Mr. PARKER of New Jersey. I will simply give the results
g Contra | 29| 0| ss| | s a19 | of these tables. The first table is of the thousands of tons carried
New York, Lake Erie & Western.| 214 251 as1 404 422 380 | on five or six roads. It is not very useful because it does not
gl?f‘g’b{ﬁﬁi"ﬁy sty SRt o IR e A 420 | show how long the haul was. Table B is valuable. It gives the
A % 7 111 126 167 175 194 | millions of tons carried 1 mile, and it is instructive to find
56 61 67 60 7 70 | that, taking the five or six railroads of which we have statis-
ties, their increase of traffic is so similar on each road that I
81 434 | 1,495
S N AT 100 122 l'g b ' 185 "{‘%‘3 take it all the roads in the United States did about the same

thing. Taking 1860 as 100 to get the per cent, 1861 was 109, 9
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per cent more; 1862, 158, or 58 per cent more; 1863, 89 per cent
more; 1864, 97 per cent more; while 1865 went back to 85 per
cent more; that is to say, that during the war the railroad busi-
ness about doubled. It will, perhaps, more than double in this
war, because there are longer hauls and more munitions to
carry. It is more a question of supplying food for Europe and
food for our armies than it ever was then. There is likely to
be a much greater increase during this war. Table C shows
that the average freight per ton per mile, in cents, hardly
changed until 1864. It was about a cent—0.98—in 1861, 1.008 in
1862, 1.01 in 1863, but in 1864 it was 1.28, and in 1865 it was
1.81. Table D shows the gross freight earnings, which, taking
1860 as 100, were: 1861, 114; 1862, 163; 1863, 206; 1864, 238;
and in 1865, 274, so that the freight earnings increased to
nearly three times what they were in the beginning of the war.
It appears, however, that -their expenses did not vary as they
do now. All this comes from Aldrich’s wonderful report, in four
volumes, in 1893—Wages and Prices During Past Years. Table
G shows that the index figure of wages ran only from 100 up to
110 in 1863 ; it became 125, or a quarter more, in 1864, and 143 in
1865. This rise in wages is nothing comparable to what has
taken place already in this country, because at that time immi-
gration was open from Europe, where there was no war, and all
the poor peonle of Europe were coming here to do our work,
We had no want of labor. :

It is not so now. The cost of materials, iron railg, for in-
stance, did go up. It went down from $48 in 1860 to $42.38 per
ton in 1861 and down to $41.75 in 1862, but it was $76 in 1863
and $126 in 1864. Those were the conditions. I can not find
any table of railroad gross expenses or net earnings. But one
thing represents net earnings, and that is the price of rail-
road stocks, and those prices rose In spite of the rise in the
interest rate. In England the railroads are doing more busi-
ness than they ever did before, but only receiving a standard
return; and as Government interest has risen from 3 to 8 per
cent, the result is that the people do not care to keep railroad
stocks and sell them to buy Government bonds, and the value
of stocks has fallen. In Ameriea, in spite of the rise of inter-
est during the Civil War, stock that could have been bought
for $100 in 1860 or for $78 in the panic of 1861 or for $88 in
1862 would have cost $178 in 1863, $237 in 1864, and $188
in 18G5,

The abstract that I have practically read to you is made up
of detailed statements, which I file, of such roads as the Boston
& Albany, the Fitchburg Railroad, the New York Central, the
New York, Lake Erie & Western, the Pennsylvania, and so
forth, so far as I could find any statistics of railroads to be used.

Our prosperity in business is likely to be greater now than
it was then. The war needs are greater. KEngland and Scot-
land have enlisted one-ninth of their population, and we may
have to do the same. We may have 10,000,000 men on the other
gide of the water. T

More business must be done, especially on the railroads. The
amount of freight carried in 1917 will be probably doubled and
possibly trebled by the operations of this war. The United
States ean not be expected to pay the carriers for war freight
for all the business done and thus give them two or more billions
a year as their profits on war business. They are not entitled
to make money out of the United States on war business. It
is for that reason that the bill has taken another mode of de-
termining their compensation, and that is the ascertained stand-
ard income of the carriers as shown by their standard returns
before the war. This is the best that can be done. It is not
perfect. .

My, PLATT. Will the gentleman yield?

Mr. PARKER of New Jersey. I will.

Mr. PLATT. Is the Government paying freight on its war
business all the time? -

Mr. PARKER of New Jersey. No; it is not now. It will be
paying freight to the railroads and getting back all the surplus.
It makes no difference.

Mr, PLATT. If the Government is not paying freight on the
war business——

Mr. PARKER of New Jersey. I think the Government is pay-
ing freight, but most of this war business is not exactly Gov-
ernment business. It is on materials shipped by munition works
to the Government, and the works and factories pay the freight,
not the Government of the United States, but the Government
receives all the net profits from the railroad treasury, and if
these agreements are made it will get the benefit of the war

i,
frEig! ¥ 4, STANDARDIZED RENTAL BASED ON PRIOR INCOME.

A fourth plan is to pay a standardized rental based upon prior
income, We are following the example of England in taking the
net operating income of a period before the war. England had

the advantage that the prior year was one when the world was
at peace. The United States has to take years when Europe was
at war., In 1915 that war stopped our business; in 1916-17 our
carriers got the benefit of the war business of other natien=,
The three years are probably a fair average of the business as
affected by the European war. ‘

5. SHARE WAR PROFITS AS IN ENGLISH MUNITION WORKS,

A fifth course is to divide the extra war profits, as is done in
controlled factories. It is a curious matter of history. England
and France not only have had to take the railroads, but have
had to control labor through the whole country. They could
not take one-ninth of their population, more than one-half of
their males, into the war without leaving a dearth of labor,
while those who have gone to the war make a destruction which
has to be supplied. As a result it was found necessary for the
Government to control the business of war munitions, and in
Pfyfe's wonderful book on the subject he says that all practices
which interfere with production and are not founded upon law
are abolished. The laws protecting women and children in hours
of labor are not abolished. But the rules of the labor unions,
which prohibit their being employed on piecework, or prohibit
one man from working at the trade of another, or prohibit men -
from being drawn from one allied trade into another, and pro-
hibit the employment of unskilled labor or women or apprentices,
these rules are all suspended, so that no workman can make any
objection. TFreedom of contract is abolished. The workmen, in-
cluding clerks, may hire themselves if they have received a leav-
ing certificate from their last employer and may get work else-
where only if they have such a certificate. Soldier workmen are
assigned to controlled establishments. Women workers and half
skilled or unskilled workers may come in and receive intensive
training, whether they be union or nonunion, by what is called
dilution of labor, under control of dilution commissioners, who
encourage agreements between employers and workmen sand
supervise conferences. Commissions determine whether leaving
certificates are rightly or wrongly granted. Strikes and lock-
outs are erimes. The importance of these acts is that controlled
establishments extend to every work necessary to successful
prosecution of the war.

Munitions of war include not only arms and ammunition, hut
ships, vehicles, and the metals, machines and tools to make them,
constructional steel, fire brick, window and optical glass, fae-
tories, machinery, and even workmen’s houses. In the controlled
factory excess profits are divided.

The Government takes over the factory. It finds out what
the standard profit in that factory was before the war. When
that is agreed upon the owner is allowed one-fifth more during
the war. All profits above that up to a certain percentage or
a certain amount are divided generally in certain proportions
which are agreed to, although there are some statutes on the
subject, and all excess profits above a fixed amount go to the
State. For instance, if a factory was declaring a 10 per cent
dividend before the war, one-fifth more or 12 per cent would go
to the owners of the factory. It might be agreed that excess
profits up to 30 per cent more which would be divided. 15 per
cent to the Government and-15 per cent to the owner of the
factory, everything above the 42 per cent woulid go to the Gov-
ernment.

It is a curious arrangement, but practical, like most things that
John Bull does, because it gives to the person in charge of the fae-
tory some interest in his business. We shall preserve the carriers’
interest in the railroads only by the fact that they know._that
they are going to get their property back in a reasonable time,
0 that the men who work those railroads and who have made
them the admiration of the world by carrying freight at rantes
and in quantities such as no other country has ever done. these
men are going to stay with the carriers and run them for the Gov-
ernment, if any tact be shown, so that we will show better re-
sults in war than any other country in the world.

These munition aets as to factories are likewise interesting.
We too may be forced to have the dilution of labor, as it is
called abroad—bringing in the unskilled and training them,
whether they be men, women, or children. We too may have to
have women as the ticket sellers and ticket collectors and gate
tenders,

We may have to get labor as they do there, where women are
running the lathes in iron works and running the punches and
planing machines and making great shells, and doing it with the
skill of men, being aided, whenever possible, by chains and
cables operated by steam power which take up the heavy mate-
rial and put it where wanted. It is a triumph of mind over
matter that weak woman can do such work in a way that does
not try their strength. If we send our millions to war, we may
have to do the same thing.
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The gentleman from Ohio [Mr. Fess] asked me if T advised
this poliey. I advise being ready for it, beeause we may have
to do it. Labor is scarce now. Unless we make labor plentiful,
we ean not win this war, beeause it is work that will win: the
war, and nothing else, work in the arts of peace as well as in the
arts of war..

REPAIRS AND BETTERMENT ACCOUNTS,

The bill legalizes agreements based upon the standardized re-
turns. There are some complications, as already indicated in
my opening, attaching to these standardized returns. The car-
riers report their gross receipts and their current operating ex-
penses and give what is called a “net operating income,” but
if they have seen fit not to keep their road or equipment in re-
pair that operating income will be enlarged by the cost of omitted
repairs which should have gone against it. If, as earriers often
do, they have charged maintenance to the capital account—as E
believe all renewals of stations and Dbridges and permapent
works are charged to capital account, without any allowance for

the value of those torn down—the diversion of these charges to

capital must be very large and must be taken into account. In
the case of the I"ennsylvanin Station in New York and the Grand
-Central Station in New York or the Union Station here those
outlays must be very large.

Many things done by the carriers, such as raising tracks, do
not add to their income but often, on the other Land, eut them
off from freight yurds and sidings which must be built else-
where. All carriers’ accounts are in more or less of a mud-
dle. A scientific man, a writer on techunieal and scientific sub-
jects, Mr. Amory, came before us and said that our railroads
were bankrupt, because they did not charge to income things
that belonged to income, amd were therefore in debt to the
banks. Another railroad expert, Mr. Krutischnitt, admitted that
it was a bad business to charge these renewals to capital instend
of income, and that if they kept it up they would get inte trou-
ble eventually. Our bill has made provision that the Govern-
ment can adjust those accounts.

It is fortunate that these accounts are probably not so large
as the diminution of the standard return which has heen made
by reason of averaging three years, one of which was a very
bad year. More than $100,000.000 a year, I believe, was taken
off the standard returns of the railroads by reason of taking
three years instead of the last year, 1917. That $100,000,000
a year will take care of a great deal of repairs and omitted
maintenance,

It is also to be considered that if the United States does twice
as much or three times as mueh business on those roads than
was done before, it pays nothing beyond actual cost of that
extra business and ean afford, therefore. to take some rizsk on
the repairs that it is to make and the standard return it is to
give. On the whole, it may turn out to be better in most cases
not to try to be too careful of smaller matters. We hope to
be able to mnke a good bargain, because nobody wants to throw
this great matter into the courts. If the railroads will agree to
take the average return of the last three years, they will take

" perhaps less than they were entitled to take, but that will make
up for some of the various other questions that they perhaps
ought to have taken care of, but did not.

NEW EQUIPMENT.

Now, I believe that disposes of all things except how to
gecount for the new rolling stock and imprevements that shall
be done by the Government. It is provided that the Government
shall pay operating expenses, ineluding such expenses as will
keep the property in the snme repair as it is now. If the United
States pay more, that is a subject of account, to be charged
agninst the carriers. If the Government erects new buildings
and terminals, and so forth. there is a provision by whieh their
cost can be churged against the railroads and taken eare of by
the issuance of stocks and bouds, on whieh the Government, of
course, will pay the interest during the conirol. But these new
improvements will finally belong to the railroads.

Mr. MADDEN. Mr. Chairman, will the gentleman yield there
for a question?

Mr. PARKER of New Jersey.
and then I will yield.

If, on the other hand, the Government buys equipment, relling
stock, and locomeatives, the original bill provided that the Gov-
ernment should own them all, and there would be a vast amount
of equipment at the end of the war to be disposed of as Congress
might direet. The committee has very wisely amended this
bill so that while that might be done, the Government has the
option to buy this equipment on the accounts of the railread and
make it the property of the railroad, paying for it by the Issue
of railroad securities, so that an adjustment would be going on
from time to time until the property could be handed baek.

I will be through in a minute,

Mr. MADDEN. Now, will the gentleman yield?

Mr. PARKER of New Jersey. Yes,

Mr. MADDEN. The stocks and bonds issued for the ime
provements described by the gentleman would be held by the
Government on the collateral until the final aettlement and Lha
railroads were turned baek?

Mr. PARKER of New Jersey. Yes:; unless they were sold in
order to get the money to return such pmperty If a road issues
$100,000,000 of stocks and bonds, the people will take them in
the market, and the Government will be reimbursed for the
money it spends. .

Mr. MADDEN, T take it that ..t the end of the war the Gov-
ernment would not be able to filnance the improvements any
better than the rallroads.

Mr. PARKER of New Jersey. As the Government would pay
the interest on these bonds out of operating returns, the people
would be more seeure as to their interest.

CAUSE OF RAILROAD EMBAREASSMENTS.

I may add that one of the reasans why the railreads have
fallen down in late years. as T am informed, is beeause they
have been financing lately just as they did some years ago,
when their financiers would not issue long-term bonds at high
rates of interest and borrowed at cheaper interest upon short-
term notes. Since money has been in demamd the banks have
refused to remew those notes, and there is searcely a raliroad
that is not embarrassed somewhat in that respect.

The CHAIRMAN. The time of the gentleman from New
Jersey has expired.

Mr. BENJAMIN L. FAIRCHILD. Mr. Chairman, I ask
unanimous consent that the gentleman from New Jersey may
have 10 minutes more.

Mr. PARKER of New Jersey. One minute mere will be
enough.

Mr. ESCH. I yield to the gentleman one minute,

STATE TAXATION,

Mr. PARKER of New Jersey. There is no other topic left
except that of taxes, Some people say we can not contrel taxes,
because the State can lay taxes. I say that the States ean net
lay taxes on Government business, and my judgment is that the
States eught not to be allowed to put on extra taxes when the
Government is operating the roads. I think we ought to pay
Just the same taxes that we pald before the war, and none other.

Mr. Chairman, that is all I have to say. I will insert the
tables to which I referred in my remarks:

Mr. BENJAMIN L. FAIRCHILD. Mr. Chairman, will the
gentleman from Wiseonsin yield to the gentleman for a mluuta
g0 that I may ask him a question?

Mr. ESCH. Yes; I yield an additionnl minute to the gentle-
man,

Mr. BENJAMIN L. FAIRCHILD. The gentleman from New
Jersey referred to the imndebtedness that would be ereated in
favor of the Government against the railroads by the purchase
of locomotives and other rolling stock and the terminaks, Does
the gentleman from New Jersey think that the railreads shonld
be turned baclk to the railroad companies until that indebtedness
has been paid to the Government by the rallronds? -

Mr. PARKER. of New Jersey. That proposition was not only
that there should be such an indebtedness, but that it should
be wiped out by the disposition in the markets of the stecks and
bomds of the railroads, which ean be done.

Mr. BENJAMIN L. FAIRCHILD. Of course. the stocks and
bonds might be sold by the railroads or might not.

Mr. PARKER of New Jersey. If they are not sold, then they
would owe the Government, and the railroads would not go
back until that was arranged for. The bill says so.

Mr. SIMS. I yield 40 minutes to the gentleman from Nebraska
[Mr. SterHENS], a member of the committee.

Mr. STEPHENS of Nebraska. Mr. Chairman, the bill, H. It.
0685, now befure the House, providing for suitable legisiation

for Federal control of the railroads of the country, contains,

generally speaking, only three points that are in eontroversy.

The first is contained In section 1. which fixes the eompensa-
tion that the carriers are to receive during the peried the roads
are under the eontrol-of the Federal Government.

The second is contained in section 11, which places the
power to initiate a rate, when the war emergency makes it neces-
sary, in the President.

The third Is Invelved in section 14, which eontains the provie
sion for the return of the railroads within twe years afterr the
conclusion of the war. I shall address myself to the question
of the limitation placed In sectionr I4. T am in full aecord with

all of the previsions of this bill excepting sectiom 14, and at
the proper time I shall offer an amcendment striking out the
limitation placed in the bil}, leaving it for a future Congress to

0
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fix the date for the return of the roads to their corporate owners
after suitable legislation has been enacted.

It is argued by the representatives of the administration and
Commissioner Anderson, of the Interstate Commerce Commis-
sion, that great danger is involved in fixing the date for the
return of these roads to their corporate owners, for the reason
that the greatest confusion will likely prevail at the conclusion
of the war, and that the people in all probability will not be in
a mood to consider necessary legislation that must be enacted
before these roads are turned back to their alleged owners.
It will possibly be a year following the conclusion of peace before
the soldiers are all returned home and discharged. During
this period it is not probable that it will be possible to even con-
sider the turning back of these roads. The people will be
distracted by the difficulties confronting the country in read-
justing business to peace conditions. There will be an immense
demand for capital, and the difficulty of the railroads in financ-
ing themselves will no doubt be a very great one.

In fact, it is so self-evident that troubles of the first magni-
tude will prevail at that time in the domestic field that it seems
hardly necessary to recount them. I quote here, in part, a state-
ment made by Secretary McAdoo, Director General of the Rail-
roads, on this subject before the House and Senate Committees
on Interstate Commerce:

STATEMEXT OF SECRETARY M'ADOO.

From the publle standpoint it is necessary that Government pos-
gession and control of rallroads shall be em]{ oyed to remove for the
time being competitive practices and wasteful duplication of effort to
the end that every energy shall be mobilized upon the production of the
greatest amount of transportation with the least expenditure of labor,
material, and money. Tbe result of this process of unification will be
that when the war ends the rallroads will be, to a large extent, dis-
abled for the immediate resumption of their old competitive status. It
will be clearly contrary to the public interests that the rallroads thus
hampered in their ability to compete shall be returned to private man-
agement before the adoption of proper methods of public control to
take the place of the competition which will have been substantially
extinguished.

The adoption of a proper measure of public control to deal with this
new condition will require carefu! study and discussion. The period
immediately succeeding the war-will present numerous problems of the

avest sort, some of them very grave economic problems which will

emand immediate consideration h{ the Congress.

In such circumstances it is not only probable but almost certain
that Congress will not find the time immediately after the close of the
war to adopt a comprehensive ylan for controlling the rallroads in
the new environment in which they will find themselves and at the
same (lme to deal with all the other complicated economic problems
which wili undoubtedly confront it. ;

If this bill requires the railroads to be turned back to their owners
within sa{ a year, as 1 have heard suggested, or other comparatively
short period after the return of peace, the result will be that the
rallroads, with competition largely extinguished, will go back into
Eri\-alc control without legislation to protect the publie, or legislation

esigned to proteet the public will have to be enacted hastily in the

midst of other problems which will be demanding the entire time and

il]}{cmltun of Congress. Neither result can be made in the publie
ereat.

At the same time it should be borne in mind that shippers and
the public generally will be accustomed to new methods of dolng busi-
ness with the railroads They will find that the old methods under
which they Ekave been routing freight and have been dolng business
will be substantially and per E\S permanently altered, and the con-
fuslon which would arise from the attempt to snddenly restore the old
competitive status, the status that existed prior to December 28, 1917,
“would be aggravated very iﬁreatly and perhaps would offer quite in-
superable difliculties If legislation was . not enacted in the light of con-
ditions as they exist at that time, such as would facilitate that process
of restoration and conserve the interests of the shippers and the

ublic generally. 1 think myself that ample time will be required to
eal with the new railroad status with which the country will be con-
fronted after the return of peace c

I have used this three-year period arbitrarily and merely for pur-
poses of {llustration, and I have proceeded upon the theory that tpos-
sibly $500,000,000 per annum t have to expended upon better-
ment, Improvements, equipment, and extensions—nece extensions

if the control lasted only one
year or two years tlie amount of the vernment investment in roads
would be correspon ngly less.

It is impossible to deal with that matter adequately under existing
laws and imFoaslhle now to forecast how the matter ought to be dealt
with. It will be a subject for thorough study and careful and just
legislation to be adopted after the war.

o put a time limit upon Government possession may make it im-
practicable and certainly will make it exceedingly difficult to deal with
this 1m§mrtnnt gubject in an adequate manner before possession Is
automatically restored to private management. To fix an arbitrary
limit, it seems to me, is to put the public at a great disadvantage in
dealing with this lmPortant phase of the problem—that is, the adjust-
ment of the debt which the railroad companies will owe to the Govern-
ment for the advance which must be made to them during the period of
Government control. Such improvements in the hands of the Govern-
ment without possession of the rallroads will be of little value.” The
Government would therefore be in a difficalt situation to protect the
public interest with respect to those advances, because the minute the
railroads are returned automatically to the control of the rallroad com-
panies, with no settlement effected of that large indebtedness, the Gov-
ernment would not be in position to protect adequately its rights nor to
protect the public Interest.

Mr. MADDEN. Will the gentleman yield for a question?

Mr. STEPHENS of Nebraska. I will.

Mr. MADDEN, Does the gentleman contend that the Con-
gress of the United States under the conditions that he has just

for the purpose of the war. Of cours

described through Mr. McAdoo will be any less mindful of the
interests of the people than they are to-day?

Mr. STEPHENS of Nebraska. Oh, certainly not.

Mr, MADDEN. Or that Congress will be less patriotic?

Mr. STEPHENS of Nebraska. No; certainly not; but there
might be difficulties in the way of getting action in Congress.
Mr. McAdoo continues:

It seems to me, therefore, that there is every disadvantage to the
public interest in risking a limitation npon the time of Government
control of the railroads and no possible advantage to the people in
tixing that time limit now. -

As long as the Government is in control of the properties and the
important Promems can be discussed dispassionately, and not under the
ressure of a stop watch or time lmit, it will be possible, 1 think, to
quidate the Government's interest upon a more equitable basis not

only to the publie but to the railroad owners themselves.

'or my part 1 do not see why we should now undertake to determine
an arbitrary limit, which might put the public as well as the private
interests In jeopardy, but every « ideration, it to me, justifies,
as well as demands, that the questlon be left in such situation that it
can be dealt with intelligently by the Congress In the light of condi- .
tions as they then exist,

Mr. BORLAND. Mr. Chairman, will the gentleman yield?

Mr. STEPHENS of Nebraska. I yield to the gentleman from
Missouri. :

Mr. BORLAND. Would not that be the case, anyway, that
Congress, even though it now fixed the time for the return of
the railroads, would have the right to repeal that law?

Mr. STEPHENS of Nebraska. Oh, certainly; that is un-
doubtedly true; but conditions might arise where Congress could
not act, and I am now- going to read to you a statement of Com-
missioner Anderson, of the Interstate Commerce Commission,
pointing out the possible difficulties that may arise at that
future date.

Mr. BORLAND. I was going to ask the gentleman whether
it would not have the effect of stabilizing and strengthening
the value of railroad securities, and thus ease the money market,
if it were definitely established in this bill that the railroads
would eventually be returned to the stock and bond holders?

Mr. STEPHENS of Nebraska. I do not think so. I think
that absolutely the opposite is true. The very moment the Gov-
ernment took over these railroads the stocks and bonds of the
roads rose in value on the market, showing conclusively that the
people have greater confidence in the control by the Govern-
ment over the roads than they have in the control of those who
were in charge of the railroads prior to the Government taking
them over.

COMMISSIONER ANDERSON’'S STATEMENT.

I wish now to quote from the testimony of Commissioner An-
derson, of the Interstate Commerce Commission, as to the pos-
sibility of failing to secure legislation before the day fixed for
the return of roads, and the disaster that would surely follow :

We will assume the treaty of peace is concluded the middle of July,
one week after you have adjourned, or something of that kind, or a
month. But the reasons why we did not undertake to set the time limit
were mainiy two In the first place, no Congress binds any succeeding
Congress, and it is clear that the Congress must take the responsibility
of dealing with the status; in the second place, it was thonght that {f
there should happen to be a Congress divided in opinion, and an actual
time limit [rsut in, yon would create a speculative situation with relation
to a lot of rallroad securities, and particularly with relation to the
fate of some of the weaker companies, that would be in Its actual re-
sults no less than wicked, as applied to some of the less fortunate hold-
ers of railroad securities.

If the existing <tatus continues until Con otherwise determines,
then every person, every corporation whose interests are possibly to be
affected adversely and unfairly by nng Fro sed measure of resumption
of private control, they must have their day before this committee or
some committee that deals with that, and the matter is fully heard, if
rou have a stop order, and the Congress perhaps more or less affected

y partisan mnsld»mdons—nobody knows—per nﬁa a division between
Congress and the President, a chaos Is to take place on a day named,
unless Congress acts anl extends the time.

It might be an evenly divided Congress, either on partisan lines or
on policy lines or discord between Con and the President. It puts
a premium on rd for speculative interests that would llke to see
the rallroad-security market thrown Into speculative chaos: that is
what it does. Let me illustrate that: Suppose that you had a pro-
vislon that it should last a year after the war, after the {mt:r of peace?
Suppose the treaty of peace were signed on 31.11_7 1 next, and then you
have got another year. You come back here next mber and you
begin on this thing, and Conﬁress is closely divided on party lines and
on questions of economic policy; and you begin, and Iym:l go through
December, Jannar&—yﬂu do not generally do much vntil January. You
have really got six months in which to find and determine the policy
on which these carriers shall be taken out of the Federal contro?oand
put back into the hands of their groups of security holders; and If
you do not agre: there is chaos on July 1, 1919, is there not? The
ngreement is the condition precedent to order. That is your situation.

ow, order prevails under Federal control until Congress substitutes
some other order. &

A CHOICE RETWEEN FEDERAL CONTROL AND GOVERNMENT OWNERSHIP,

Those who favor a time limit for the return of the roads offer
three reasons:

First. That a date should be set as indicating that the Govern-
ment did not intend to keep control indefinitely and thereby cause
confusion and uncertainty in the minds of the investors.
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Second. Admitting that new legislation will be necessary, they
insist two years will be suffieient time for Congress to act.

Third. They desire the time limit because it will be an indiea-
tion that this Congress is opposed to Government ownership.

The truth of the matter is, the third reason is the main one in
the minds of most of the ¢bjectors. The first two reasons are no

reasons at all and not a fact supports them, while, on the contrary,.

all the evidence presented to our committee proved the contrary
true. The investors are calm and happy now that the Federal
Jovernment Jjs protecting their property from: the speculators,
and the evidence pointing to pessible delay in procuring legisla-
tion is complete and uncontroverted.

The third reason offered in favor of a time limit, the fear of
Government ownership, is bern of a superficial view of the sub-
jeet, which confuses Federal control with Government ownership.
Federal control is not Government gwnership at all. On the con-
trary, it is the very method that ean save us from Government
ownership. Private control and ownership has already proven
a fallure. Some way must be found to cure the defects of the
system, or Government ownership inevitably follows. If, after
a trial of Federal control, the roads break down utterly under
existing conditions, then the Government, to save its own life,
must own its ewnr means of life—the railroads—as well ns con-
troi them. Now, the Government as a war necessity has taken
control and has eoordinated all the reads under one head and
for one purpose, namely, service. It is a conecentration of con-
trol that was so dearly souglit by the great railrond magnates
of the past, but the people would not trust such power in private
hands. The thing sought for by these railrond magnates for
5 years past was gained by a stroke of the pen by the President
for the people. If the policy of consolidating the roads under a
central head was economically correct when it was proposed to
place the control in the hands of a coterie of YWall Street specu-
lators, why will it not still be a wise and economic policy when
the control is placed in the impartial hands of a Federal director,
where the rights of the people and of the roads will beth be
jealously guarded? y

If the gentlemen who aré haunfed by the ghost of Government
ownership prevent an honest demonstration of Federal eontrol,
to see whether or not the troubles of private ownership can be
cared and the railroads made te do the work of the eountry, then
they will have to face a country-wide demand for not only Fed-
eral controf but Federal ownership as well, with nearly 2,000,000
employees added to the civil-service rolls of the eountry, with all
the possible dangers of such a gigantie eivil roll influencing
legislation. ;

Mr. FESS. Will the gentleman yield for a question?

Mr. STEPHENS of Nebraska. T do.

Mr. FESS. I would like to have the gentleman’s opiniom,
without embarrassing him. Believing myself that this step
will almost eertainly lead to Govermment ewnership, I would
like to ask him whether the fixing of the time limit will pre-
vent it? .

Mr. STEPHENS of Nebraska. My idea is that the moment
you fix the time limit you make it absolutely necessary for the
Congress of the United States to aet befere that time Iimit ex-
pires, and if the people are not then ready to aet, if the Con-
gress is not ready to act, if we are all undecided as to what the
poliey should be, then these roads automatically go back; aml
if they go back under such a chaotie eondition as will exist at
that time you ean rest assured that private ownership will be
spurned by the people and Congress will be compelled te fake
over these railroads as: Government property and operate them.
Now, if no time Hmit is fixed, then everything will go on; and
we will demonstrate beyond a question of doubt whether or not
Tederal control is a success. If it is not a suceess, none of us
want it. If it is a sucecess, we all want if. That is my view
of it.

Mr. FESS. If the gentleman will permit, I have always
feared Government ownership and am very much epposed to it
Mr. STEPHENS of Nebraska. I agree with the gentleman.

Mr. FESS. But I think I can see it definitely coming. That
i my opinion under the conditions that are in operation.

Mr. STEPHENS of Nebraska. There is eertainly danger of it.
Referring again to this large civil pay roll. my fear would be
that such a force in a position to profit through the pay-roil
route by legislation whieh they eould tremendously influence,
the very life of the Government might be endangered. I ecan
readily see that wesmight cease to be a Government by the
people and for the people, and become instead a Government
by the employees for the employees. Yet if compelled to choose
Dhetween being exploited by a gang of railroad speculators and
being mere or less pulled about by a vast body of Gevernment
employees, I would choose the latter,

The gentlemen who insist upon writing a limitation of Fed-
eral control in section 14 of this bill merely hasten the day for -
Government ownership in the fullest sense: of the werd with all
the possible evils thereof, becanuse, whether they know it or
not, private control has broken down and the country knows it.
A few years more of such eontrol and no one will be left, except
widows and orphans and the helpless generally, who ean be in-
dueed to invest in railroad stocks and bonds, Something must .
be done now before the roads ever leave the control ef the Fed-
eral Government to safeguard the investments in railroad stocks
and bonds and stabilize values so the public will have unques-
tioned confidence in them. If this is not done, extensions'and
betterments are impossible. An adequate service ean never be
secured with the Wall Street wrecking crew in eharge of so
many of the roads. -

By amending section 14 by striking eut the twe-year limit
Federal econtrol will be continued until such time as protective
legislation can be enacted. Personally I am convineed beyond
a deubt that the solution of our whole trouble and escape
from Government ownership and the evils that might follow
lies in Federal control aleng the lines we have mew adopted
as a war measure only. If it proves a success, mo ene would
want to go back to the private econtrol; and if it is a failure,
we will have eliminated Federal control from fwrther consid-
eration, That question then will have been as sempletely
eliminated as is private control in the minds of the people at
this ‘moment.

Therefore if the present method of Federal contrel under the
Director General proves a failure, we would be faee to face
with Government ownership. To insert in this bil a day for
the return of the roads to their corporate owners, to the old-
system of private control that has failed in the past, is to
issue a eclarion call to the country to stop the outrage before
it ean be perpetrated, and the ecountry will undembtedly stop
it by foreing us into Government ownership. Fs it not, them
absurd to write a limit in this bill making it Impessible to
give Federal control a thorough test before we are eompelled
to prematurely turn them back into-the field of speculation and
ruin or take them over as Government property and ewn as
well as eperate them?

GHOST OF GOVERNMENT OWNEREHIP KILLED SIITP BiLL.

The fear of Government ownership talked the shipping biil
to death in March, 1915, or the threat of it breught the same
result. As a result our shipbuilding program was set back
two whole years. The eminent legislators: who permitted them-
selves to be frightened by the ghost of Government ewnership
I charge with the responsibility of having failed te provide
the :ountry with ships that are to-day so sadly needed to carry
our froops and supplies to Europe. If our shipping program
had been begun two years sooner, as that bill previded, we
woul! now be able to place one and one-half milliem seldiers in
Europe and feed them with ease. The ghost of Government
ownership stalking timid legislators did the work. These same
gentlemen, too, are now loudest in their eriticism ef the War
Department because it is unable to equip and ploee an army
in Burope without an adequate amount of shipping. There was -
also a substantial backer to the Govermment vwnership ghost
that stayed in the background. It dangled the ghost eut where
everybody could see. The backer of the ghost was the Ship-
ping Trust. They had a gold mine operating ships at a freight
rate 1,000 per cent above the rates of peace times. They eould
see absolutely no sense in the Government buildirg ships to
compete with them, so they shouted Ge—srnment ewnership, and
their reactionary friends responded everywhere and the Gov-
ernment ship bill was Kkilled and net a move made for two
years after the bill was introduced in September, 1914, to save
the country from extortionate freight rates. These gentlemen
may escape the responsibility of their exceedingly great mis-
take, but they nevertheless have it owm their seunls just the
same. The country is without necessary ships now, amd they
should not escape the blame. This House did its full duty in
backing up the administration’s program for shipping tonnage
and every other measure necessary to win this war.

The fear of Government ownership put a limitation of one
year in the war-risk insurance law, which makes it mecessary
for us fo renew this measure every year. If something should
happen, if Congress should not be in session or a deadlock of
some kind should oecur, making it impossible to remew this
meansure; then the ships of commerce would not be able te leave
our harbors for want ef insurance. Yet we had to put it in to
satisfy these gentlemen who were constantly shivering around
for fear Government ownership will be fixed upon the eountry.
They ean not conceive of the people having sense enough after
they have tried a thing to conelude whether or not is has been a
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success or a failure. If it proves to be a success, of course they
will want to continue it; if it is a failure, certainly they will
want to discontinue it, Therefore there can be no object what-
ever In hampering legislation with provisions of this sort, lest it
will in & measure contribute for or against Government owner-
ship.

. FEDERAL COXTROL SHOULD EXTEND OVER PERIOD OF PEACE.

There is another phase of the subjeet also that should be con-
sidered, and that is the very grear desirability of having Federal
control extend over a period of peace, so that a demonstration
can be had of its feasibility as a permanent policy. 1If Federal
control is concluded immediately after the war, there will be
no opportunity to test the vatue of this method of bandling the
railroad situation, The truth is, seme 5 or 10 years should be
allowed for this period of demeonstration for the purpose of satis-
fying the ceuntry beyond a question of doubt that Federal con-
trol is or is not practicable. The country is certain that the man-
agement of the railroads under private control has been a fail-
ure, anil they are seeking and demanding some satisfactory solu-
tion of this problem.

Mr. MOORE of Pennsylvania. Will the gentleman yleld?

Mr, STEPHENS of Nebraska. I yield to the gentleman,

Mr. MOORH of Pennsylvania. I take it from the gentleman's
remarks that he is in favor of Government ownership of rail-
roads and would have established it years ago.

Mr. STEPHENS of Nebraska. The gentleman has no right
to make any such assumption. because I have stated three or
four times in the course of my remarks that I am opposed to
Government ownership, excepting as a very last resort.

Mr, MOORE of Pennsylvania. Then I did misunderstand the
gentleman.

Mr. STEPHENS of Nebraska' Yes:

Mr. MOORE of Pennsylvania. But sinee the gentleman refers
to what might have been done, I might ask him whether he agrees
with that other distinguished Nebraskan who was in favor of
Government ownership of the railroads years ago, but who did
not get very far with his program?

Mr. STEPHENS of Nebraska. Do you want to know whether
I am in favor of him?

Mr. MOORHE of Pennsylvania. Whether you stand with him;
yes?

Mr. STEPHENS of Nebraska. I certainly would not stand
with him if he is for Government ownership and I am against
it, but I do not think the gentleman from Nebraska, whom you
refer to, favors Government ownership. He never did favor
Government: ownership. He has always stood on the subjeet
about as I have just outlined it. :

Mr. MOORE of Pennsylvunia. I do not want the gentleman
to misunderstand me, but I have a distinet recollection that the
Nebraskn Commoner initiated a policy of Government owner-
ship of railroads.

Mr. STEPHENS of Nebraska. That Is a mistake. I heard
Mr. Bryan make his se-cailedt Government-ownership speech in
Madison Square Garden, and it was not a Government-ownership
speech at all, but he made the statement in effeet that I have just
made.

Mr. MOORE of Pennsylvanin. But does not the gentleman
think the other distinguished Nebraskan would really be vin-
dicated by the passage of this bill?

Mr. STEPHENS of Nebraska. Which other distinguished
Nebraskan?

Mr. MOORE of Pennsylvania, Willlam Jennings Bryan, the
great Commener,

Mr. STEPHENS of Nebraska, William Jennings Bryan, the
great Commoner, is in substantial accord with this propesition,
I think.

Mr. MOORE of Pennsylvania. Did not Mr. Bryan in 1908; in
Madison Square Garden, announce a platform substantially as
set forth in this bill?

Mr. STEPHENS of Nebraska. I think the gentleman is cor-
rect. I think the substance of my remarks are in accord with
his statements on that ocecasion.

AMr. MOOIRE of Pennsylvania. I wanted to see if we were
not vindieating Mr. Bryan by the passage of this bill.

Mr. STEPHENS of Nebrasksa. Oh, he has been vindicated a
thousand times. [Laughter.]

If a day is fixed for the return of these roads to their owners,
on that day the reoads must go back no matter what the condi-
tions are that may exist at that time. While, on the other
Land, if the day is not set, there will be an opportunity for con-
sideration of the question from every angle in the light of the
experience gained by Federal control of these roads in time of

peace.
During the last 10 years scores of railroads have been wrecked
through mismanagement and speculation. The operation of

these particular roads has been solely in the interest of those who .
wished to make money out of them, and with only an incidental
regard to the rendition of service to tlie people. The result
has been the ruin of hundreds of thousands of stockholders,
the wrecking of many rallroads, and a general weakening of
the confidence of the people in the system of private control.
The people have tried regulation, both National and State, with
very unsatisfactory results. We started out to stop the col-
lection of excessive rates, but made no provision at the other
end for stopping the leaks. It would appenr that we felt secure
in the idea that if we could prevent the railroads from taking
unjust toll from the shipper we had solved our problem. We
discovered, however, that the prevention of the roads from
collecting exces<ive rates had no connection or relation what-
ever to their ability to speculate in the properties themselves
and manipulate them in such a manner as to throw them into
bankruptey and through this operation eliminate the share-
holders and greatly destroy the general usefulness of the roads
and their ability to seeure new capital for their development
and extension.
THE WRECKING OF TOE ROCK ISLAXD.

As a result of this practice we have witnessed the wrecking
of the Chicago, Rock Island & Pacific Railroad, the New. Haven,
the Boston & Maine, the Frisco, and many others during the
last 10 or 15 years. In fact, at the present moment there are
some thirty or forty thousand miles of railroads in the United
States in the hands of receivers. Some of these roads we know
have been thrown into the hands of a receiver when they were
in a perfectly solvent condition by the manipulation of these
plunderbunders who specialize in the wrecking of raiiroads. The
Rock Island is probably the most glaring example of this particu-
lar industry. The story of the wrecking of the Roclk Island Rail-
voad is equal to that of any “ Diamond Dick” novel that has
ever been printed, and the men who were responsible for the
mismanagement and bankruptey of this property should have
been put in the penitentiary long ago. The truth is that as
highwaymen they make the performances of Jesse James look
trivial and inconsequential. This gang of Wall Street plunder-
bunders did nothing that required courage. They merely hired
a few lawyers to organize two holding companies at an expense
to the property of about $300,000 for organization purposes and
proceeded to manipulate this great and profitable railroad sys-
tem in such a manner as to force it into bankruptey and ruin.

Mr. DILLON. Will the gentleman yield?

Mr. STEPHENS of Nebraska. Yes.

Mr. DILLON. Does the gentleman know any of these high
financiers who have been put in jail where they belong?

Mr, STEPHENS of Nebraska. I do net remember right now
whether any of them have been put in jail or not, but you have
my opinion in regard to it.

When they took hold of this road in 1901 its stock was selling
in the markets of the weorld at above $200 a share. It had
something like $10,000,000 of surplus and was paying a good
dividend to its stockholders. It had a net income of over
$5,000,000 a year. In 1914, the year in which the Interstate
Commerce Commission made a report upon its condition, its
stock had shrunk to about $20 a share, representing a loss to
the men who had put their money into the building up of this
great property of tens of millions of dollars.

The CHAIRMAN. The time of the gentleman from Nebraska
has expired.

Mr. SIMS. 1 yield the gentleman 20 minutes more. s

Mr. STEPHENS of Nebraska. The men belonging to this
particular Wall Street wrecking crew were J. H. Moore, W. H.
Moore, D. G. Reid, W. B, Leeds, and others of less importance.
After more than a decade of misrule and theft the road was
finally forced into the hands of a receiver. Even after that the
deception continued. The court was urged by the Peabody
Protective Comnittee to default in payment of interest on cer-
tain securities and in the refusal of the court to comply, the
ecourt left the inference that the only motive the Peabody com-
mittee had was to get an excuse to foreclose on the securities of
a perfectly solvent property and take them at much less than
their value.

Mr. LONDON. Will the gentleman yield?

Mr. STEPHENS of Nebraska. I will.

Mr. LONDON. What year did all these things oceur?

Myr. STEPHENS of Nebraska. This reign of culpability began
in 1901 and ended in 1914 or 1915.

Mr, COOPER of Ohio. Will the gentleman yield?

Mr. STEPHENS of Nebraska. Yes.

Mr. COOPER of Ohio. What railroad is the gentleman
talking about, the Roeck Island?

Mr. STEPHENS of Nebraska. Yes; the Rock Island and its
holding companies. Sometimes the report refers to the Iowa
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. company and sometimes {o the New Jersey company, but they
are merely holding companies for the Rock Island.

Mr. UOOPER of Ohio. The gentleman would not put all of
the railroads of the country on the same basis?

Mr. STEPHENS of Nebraska. Oh, no; I am differentiating
between the honest men and the crooks in the railroad world.

Later on the road did default in interest payment on certain
bouds of the road that were secured by over $71,000.000 of the
stock, the stock that sold for $200 a share the year the wreckers
got possession of the road. This block of $71,000,000 face value
wias sold under order of the court for a little over $7.000,000.
The outrage was complete. This Mr. Peaboly is president of
the Mutual Life Insurance Co. The same Mr. Peabody was in
at the killing also when the New Haven went under. Here is
what n witness before the Interstate Commerce Committee of
the House, a Mr. Amster, who is a director in the Rock Island
Co., and who has suffered from the rape of the Rock Island, has
to say about Mr. Peabody and his banker friends:

The New Haven stock was considered a gilt-edge Investment and sold
at over $200 per share. It is now selling under $30. The company's
books show that 26,000 defenseless men, women, and Insurance com-
panies own the stock of the company, and that very little, if any. Is
ield in the name of the banker directors who managed the property
durlng its prosperous periad. Une insurance company. the Mutual Life,
whose presldent, Charles A. Peabody, Is a warm friend of the great
banking firm that handled the New Haven finances, owns 35.000 ghares,
at an average cost of $155 per share, but this poor investment, and
doubtless other rallroad investinents of this insurance company, belong
to the policybolders and not to the president or trustees of the company

Thus we see how the wrecking of railroads affects thousands
of innocent people who are helpless to prevent it aside from
those who have purchased railroad stocks directly as an invest-

. ment, -

But to come back to the Rock Isiand, let us see how they
robbed the road through salary accounts, gifts, and contributions
to campaign fumls. Notice this salary list and a few other grafts
as reported by the Interstate Commerce Commission during the
relgn of the plunderbunders:

BALARIE8 AND CONTRIBUTIONS TO OFFICEES AXD DIRECTORS.

The salaries paid to some of the principal officers at various
points were as follows:

H. U. Mudge, president. $60,000.

L. F. Loree, chairman exccutive committee (one-half {o be paid
by the Frisco), $75.000.

IR. A. Jackson. vice president and general solicitor, $50,000.

R. It. Cable, member board of directors, $32,000.

W. B. Leeds, president, $32,000.

B. L. Winchel, president, $40.000.

B. F. Yoakum, chairman executive committee, $30,000,

Daniel C. Reid, chairman board of directors, $32,000.

C. H. Warren, first vice president, $35,000.

W. G. Purdy, upon his retirement from the presidency, was
given two years' salary at $22.500 per annum.

SOME OF THE CONTRIBUTIONS.

Following are specific instances shown of record of contribu-
tions referred to:

J. E. Gorman, first vice president in charge of freight and
passenger traffic, was secretly paid $18,750, making his total com-
pensation $43.750, whereas the pay roll showed $25,000.

C. A. Morse, chief- engineer, received a salary of $15,000 per
year and a secret bonus of $3.000 on the first of each year.

Upon the retirement of R. A, Jackson as general solicitor he
was glven $100.000 in cash.

As gn inducement to L. F. Loree. chairman of the executive
committee, to relinguish, after 10 months’ service, a joint con-
tract with the railway company and the Frisco, under which he
was to peceive a salary of $75.000 per annum for a period of
five years, and in addition was to be paid a bonus of $500.000
at the expiration of the contract. he was given bonds of the
railway company of a par value of $450,000. This was borne
equally by the two companies, and the proportion of the rail-
road company was charged to profit and loss. The total amount
borne by the railway company in this transaction cxceeded
$250,000.

. H. Warren, vice president, was given by the railway com-
pany $150,000 in par value of the common and $105.000 in par
value of the preferred stock of the New Jersey company and
$£50.000 in cash. There was no board of authorization for the
latter expenditure. the item being represented in the records of
the railway company merely by a voucher signed by D. G. Reld.

R. R. Cable, a member of the executive committee, received
from the railway company $£30,000 in bonds of the Iowa Co.,
then worth $24.500, for his services in the acquisition of the
Burlington, Cedar Rapids & Northern Railway Co., and he was
paid by the latter company $85.000 in the same transaction.
Mr. Cable also received another contribution which will be re-
ferred to later,

Robert Mather, vice president, was given $25.000 in cash.

George T. Boggs, direcior and secretary of the directors of
the railway company, was given $15.000 in cash when ho retired
from the secretaryship of the railway company.

As hereinbefore indicated. when the eapital stock of the raill-
way company was increased to $75,000,000, shares of the par
value of $880,500 were placed in the name of the president. to
1 thereafter distributed in accordance with the following reso-
lution of the excutive committee passed at a meeting held in
New York July 1, 1902 ;

Resolved, That such portion as the president may determine of the
shares of the increased capital stock of the company not required for
the purpose of the foregoing resolutions shall be disposed of at par by
the president for the genc%t of such officers of the company as the
president shall elect and determine.

This stock was later exchanged for securities of the Towa
and New Jersey companies in the same manner as was stock of
the stockholders of the railway company.

Following this exchange R. RR. Cable received securities of n
market value of $368.300, for which he pald $200.000.

H. A. Parker, first vice- president, received securities then
worth $27,000, for which he paid but $15.000.

Robert Mather received securities of a market walue of
$145,912 above his payments therefor.

The contributions to officials of the railway company in ex-
cess of their salaries aggregated about a million dollars.

Mr. RUSSELL. Were not a lot of fellows indicted for that?

Mr. STEPHENS of Nebraska. I do not know.

Mr. LOBECK. Did the Government assist this road by giving
it land?

Mr. STEPHENS of Nebraska. Yes,

Mr. LOBECK. 1Is it the gentleman's belief that if we had
Federal control any such things as this would happen?

Mr. STEPHENS of Nebraska. Absolutely no; no such things
could happen.

IRREGULAR VOUCIHER PAYMENTS.

The books of the railway company reveal payments agere
gating $44,066.05 to the Denver Post. The vouchers attached
read, “ For advertising in editorial news columns.” Other en-
tries show that three of these vouchers, aggregating $20,000,
cover a refund that this newspaper received at the rate of 35
cents per hundred on its freight carried over the lines of the
railway company from points in Wisconsin,

Another voucher is for $50,000 to 8. M. Felton. for the railway’s
proportion of amount “paid by E. H. Harriman and his associates
for money expended by them to secure the discontinuance of a
line of road being constructed -in 1900 between Peoria, IlL, und
Clinton, Iowa, as per agreement between R. R. Cable, chairnun
of the board, and E. H. Harriman.”

Now, after having merely slanted at the mismanagement of
the Rock Island in the hands of bank speculators on a big scale,
and knowing that there are scores of other roads almost if not
quite as badly managed, can anyone say the public intereslt wiil
suffer if no date is set for the return of these roads to rheir
alleged owners? For my part 1 am satisfied beyond a doubt
that they never should be turned back to private control under
any conditions that I can now foresee are possible to exist. The
truth is the people have lost confidence in the management of
the railroads by Wall Street bankers who have secured control
of them. They have witnessed the operation of receiverships,
the elimination of small stockholders, the reissuance of new
stocks and bonds under reorganization, again bankruptey and
elimination of stockholders, until the investors of the country
who are not engaged 1n this business of manipulating railroads
have refused largely to buy railroad stocks and bonds. The
only practical outlet that bankers now have for the sale of their
railroad stocks and bonds is to foist them off on trust com-
panies, insurance companles, and widows and orphans who must
follow the recommendations of their bankers. The net result
is that instead of having railroads constructed where railroads
are needed, tracks doubled, equipment multiplied. we have only
the barest necessities supplied in the great majority of cascs, so
that when a stress is put upon the transportation facilities of
the country, such as was brought about by this war, the rail-
roads have been utterly unable to do the work placed upon them.
It seems to me that the proof is complete.

COMPLAIN OF LOW RATES.

These railroad manipulators complain that their trouble is all
caused by the refusal of the people to let them colleet larger
rates, when, as a matter of fact, the railroads have suffered nof,
so much from low rates as they have from mismanagement and
the destruction of the confidence of the people in those in con-
trol of the roads. To give them higher rates in some cases like
the Pennsylvania, for example, merely means greater profits
and surplus, which is in turn eapitalized and a new ery goes up
for higher rates to make more surplus to he eapitalized, leaving
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the road as hungry as ever. The people get weary of paying
excess rates for the purpoese of furnishing stock dividends to
stockholders as in such eases. In other cases a prosperous road
with a reputation for dependable earnings becomes a ready
prey for the * wrecking crew.” Its newly watered stock would
be as easily sold, as was the case with the Rock Island & New
Haven. If the investors had not witnessed the operations of
these plunderbundsrs in wrecking roads and eliminating stock-
holders, there would be much less trouble to get investments in
railroad stocks, but so long as so many roads are in the control
of men who make a business of speculating in them, just so long
will there be a distrust in that sort of an investment. The
marvel is that anyone who knows anything at all would put a
dollar in railroad stocks, generally speaking.

Now, if private control of railroads has proven a failure—as
no one can dispute, if you measure it by the test of the roads
being able to do the work the country requires of them—then
why is it that some of us are so insistent upon fixing a date
when these roads are to be turned back to their alleged corpo-
rate owners? Why hurry back with such haste to men who
have been unable to accomplish the task that has been given
them? I do not charge in a wholesale way that all railroads
have been mismanaged. That is not so. Many railroads have
been very effectually managed. Perhaps the majority of them
have been sacisfactorily managed in normal times, but the large
minority that liave been mismanaged are almost as essential to
the success of the whole as is the majority. For example, the
thirty or forty thousand miles of railroad that are now in the
hands of receivers cover a vast territory that is dependent
wholly upon them, and are so vital to the welfare of the Nation
as a whole that their failure can be considered of the utmost
importance in the consideration of this subject,

TWO CLASSES OPPOSE FEDERAL CONTROL.

If we can demonstrate by the present system of Federal con-
trol that we can eliminate all of the troubles from which we
have heretofore suffered through the issuance of watered stock
and speculation in the properties, we will have turned the coun-
try away from Government ownership, because there is no one
who would not prefer private ownership if private ownership
were successful and the -interests of the people, as well as the
roads, were protected. The reason that there is a clamor for
Government ownership is not because there are any consider-
able number of people in this country who really favor Govern-
ment ownership as a matter of principle, but rather they think
of it as a necessity. But if we can demonstrate under Federal
control that the difficulties we are now suffering from can be
removed, and that these roads can be operated in private hands
under Federal control successfully, then the possibility of Gov-
ernment ownership will have passed from us forever. But it is
the fear of Government ownership that lies at the root of the
insistence of many Members of Congress upon the limitation
being placed in this section.

The other class, which is a very minor one, consists exclu-
sively of a coterie of Wall Street bankers who are engaged in
railroad speculation and the operators and executives of the
roads that excessively profit through their operation. This
class, of course, want the roads turned back to them as quickly
as possible—to-morrow if it could be accomplished. This class,
in my judgment, will attempt to make the Federal control of
railroads a failure. They will attempt to demonstrate to the
country that the Federal Government can not control these
railroads successfully, in order that we may hasten to turn
them back to them, so that they can again start on their round
of manipulation, speculation, and wrecking of railroads, and
piling up as a result countless millions of profif.

WIIY FEAR FEDERAL CONTROL?

I have pointed out the two classes that are interested in hav-
ing a day set for the return of these railroads to their cor-
porate owners. .Is this insistence possibly due to fear that their
properties are to be neglected during Government control? Not
at all., We provide in this bill that they shall be liberally
maintained. Not only that, but that extensions shall be made
where necessary, terminals shall be constructed, rolling stock
shall be added—in fact, betterments of every kind and charac-
ter are to be made where necessary. So it can not be for these
reasons that they insist upon a limitation being fixed.

. Are they afraid that their properties will be bankrupted dur-
ing Government operation? Not at all, because the Federal

Government agrees to finance them at the lowest possible rate-

of interest—even to buy their bonds when necessary. There
can be no risk whantever run by the owners of these properties
in leaving them in the control of the Government until Congress
ghall otherwise direet.

Is it because they fear that they will not be able to pay divi-
dends to the stockholders? No; because the Government guar-

antees a standard return equal to their average earnings for
the past three years, two of which were the best in the history
of the roads.

Is it beecause stockholders are worried about the results of
Federal control and are urging the executives of the roads to
‘demand that a day be set for their return? Certainly not.
The stockholders are not in the least doubt about the success of
the Federal control. In fact, when the President’s proclama-
tion directing the Secretary of War to take over the roads was
issued railroad stocks immediately went up, showing that the
stockholders had greater confidence in the Government than
they had in the railroad managers. The stockholders of the
railroads know the history of private control as well as any-
one, because they have suffered from it very greatly. Hun-
dreds of thousands of them have had their savings of a life-
time swept away by the mismanagement, speculation, and bank-
ruptey of railroads by these highbinders of Wall Street. It is
difficult indeed to conceive of any reason why a stockholder of
the railroads would prefer private control to Government
control.

Is the public clamoring for a day to be set for the return of
these roads to their corporate owners? No, the public cer-
tainly has no objection to Federal control, but, on the other
hand, welcomes it, because it has removed all the barriers to
an economic operation of the roads. Cooperation of the roads
has been brought about. Freight is being moved through the
shortest routes and over the least congested lines; useless com-
petition has been eliminated; scores of ports little used are to
be opened; and gradually it is hoped the congestion of the
roads is being cleared away. The public can not fail to be
greatly benefited by. this application of economiec prineciples.

By the process of elimination I have apparently left only the
two classes first named—those who fear Government ownership
and those who profit in the manipulation and speculation in
railroad properties.

BANKS CONTROL WITH 1 PER CEXT OWXERSEHIP OF STOCK.

To me it is inconceivable that any considerable number of
people should be misled in the discussion of this subject, the
facts are so clear and conclusive. Here we have $18,000,000,000
worth of railroad property that was, previous to Government
control, in the control of a coterie of Wall Street bankers. This
bank control exists through the ownership of pessibly 1 per
cent of the stock of these roads. Think of it; $18,000,000,000
worth of property controlled by a coterie of Wall Street specu-
lators and bankers and operated largely for their own interest
and profit through and by the actual ownership of only 1 per
cent of the property.

We have gentlemen who advocate the fixing of a day for the
return of these roads, referring with a good deal of feeling to
the moral side of the question. They call our attention to the
fact that as a war measure we are ruthlessly taking away from
the Ilawful owmers these railroad properties, snd we should
therefore hasten, the moment the war is over, to return them
again to their lawful owners. This sentiment is entirely wasted
on me, and it should be a complete waste on anyone who has a
knowledge of the facts. Millions of stockholders, secattered all
over the world, own these railroad companies. A few manipu-
lators manage to get themselves elected members of boards of
directors of the various roads—especially the profitable ones.
They become possessed of the transfer books, which contain the
list of stockholders. They secure proxies of these stockholders
and vote them at their annual meetings, The stockholders are
scattered everywhere. They know absolutely nothing about the
control and management of their properties. They have no
means of finding out anything about them. The only thing they
can do is to send their proxies to, the officers who are in control,
and these officers consist of those who have managed, by hook
or crook, to secure the control of the properties by a very small
ownership of stock.

In view of this well-known condition, it is certainly not a
convincing argument to urge that from any moral standpoint
we are bound to set a day for the return of these roads to these
alleged corporate owners, without regard whatever to legislation
that will be sadly needed to protect the real stockholders before
the transfer is made.

OPPOSED TO GOVERNMEXT OWXERSHIP EXCEPT AS LAST RESORT.

Personally I am very much opposed to Govermment owner-
ship if there is any other way in which the best results can be
obtained. My own view is that the present system is approach-
ing the method that will ultimately be found to be a suecess in
the control and operation of the roads. At any rate, there
should be no haste whatever in turning these roads back until
the widest possible discussion has been had upon the result of
it. And it must be sufficiently extended after the war has been
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concluded, in order to know whether or not it ¢an be success-
fully carried on in time of peace.
THREE METHODS,

There are three possible methods open to us for handling the
railroads. The first method has been in operation for a great
many years, namely, private ownership and control under State
and Federal regulation, Many men thought our problems were
solved when we adopted Federal and State regulation of rail-
roads. It is apparent now, however, that the mere regulation
of rates and competition only removes n few of our troubles.
It in no way removed the great evil of watered stocks aud the
manipulations of speculators. It left the roads without coordi-
nation and with competition that does not contribute to an eco-
nomic operation of the lines,

The second method of handling the roads is the one now put
in operation as a war necessity, namely, Federal control. with
private ownership. The results are yet to be demonstrated.

The third method of operation that is advocated by some peo-
ple as a solution of our difficulties is Government ownership.

The first method of private control with the Government regu-
lation has been in operation sufliciently long to prove beyond a
question of doubt that it never can be successfully used, Under
this system we have witnessed the wrecking of scores of rail-
roadls since the Interstate Commerce Commission was estab-
lished. We have wilnessed the f(lotation of stocks over and
above the actual values of the roads to the amount of billions
of dollars. Most of this stock in the last 50 years has been
wiped out of existence by foreclosures through bankruptey, and,
of course, became a complete loss to investors. Competition has
been idiotic and uneconomic, The people for a long time he-
lieved that railroads must compete. I ean recall in the good
old days for the speculators, when a railroad ticket could be
bought from Omaha to San Franeisco for $5, when rebates were
common, when legislatures were corrupted. All of these things
have been in a measure cured hy regulation, but they have left
still the eanker that destroys the roads and utterly destroys our
ability to get new roads, in that it has left the speculator with
the ability to destroy the original property, but without any in-
ducement for constructing new properties, In the old days with-
out regulntion it was an easy matter for the speculator to con-
struct new lines, water the stock, collect rates that he saw fit,
and make enough money out of the construction of the road to
make it a great inducement for men with means to build new

roads and develop new sections of country. Federal regulation’

has now made it impossible for this sort of railroad builder to
operate and make any money out of it, with the result that no
new lines to speak of are now being built under regulation.
There is no prospect of any new railroad development under
Federal and State regulation. Mep who have money are not
going out into the field to construct new railroads unless they

have an opportunity to make a cpeculative profit out of the deal.”

That opportunity no longer exists under regulation. The only
opportunity thut is left the speculator now is to manipulate the
roads in such a manner as to force them into bankruptey, close
out the stockholders, and take the roads at their own price.

Under the second method, the one now in vogue, Federal con-
trol seems to me to be the solution of all these difficulties. For
example, under Federal control a Federal railroad board can
be organized with power to control all of the railroads of the
country, pool their profits, pool their service, issue the stocks
and bonds of the Federal railroad company in exchange for the
stocks and bonds of the existing roads, and thus secure for the
people a complete coordinated system where there would be no
advantage whatever to one road securing more traffic than an-
other, with the result of congesting the traffic and piling up the
profits on one road to the disadvantage of another, because
they would all share alike in the profits of the roads in general,
or, rather, share in proportion to the value of their stocks.

Under this system we would not find the trafiic congested on
n few grent arteries of trade and centered in a few great ter-
. minals, like New York, Philadelphia, Baltimore, Chicago, St.
Louis, and San Francisco, but every port in the country would
be developed, stenmship lines established at those ports to take
care of the traflic, and the traffic would flow over the shortest
and most economic routes. There would be no more trouble
about the issuance of stocks and bonds, These would all rest
in the hands of the Pederal Government through the Federal
board. All of the speculation in these securities would be gone,
and they would have values as fixed as Government bonds.

This would certainly be to the interest of the publie, because
the stabilization of the values of these securities would induce
tne public to invest in them to the largest possible extent;
whereas, now, under private control, as I stated before, prac-
tically only the widows and orphans and insurance companies

invest In these stocks, because they were advised to do so by
their bankers, In fact, the insuranee company's funds have
been used by these railroad manipulators very largely to finance
their operations.

The third method, that of Government ownership and opera-
tion, has not been tested in practice in this country, and, of
course, one man's opinion is as good as another, as to the results
possible under that system, However, the guestion is not now
an issue, but is certain to become one the very moment the
question of returning these roads to private econtrol under
former conditions is brought before Congress,

RAILROADS HAVE TWO BOSSES,

Another reason for the failure of the rouds to do the work of
the country lies in the fact that they have two bosses who to a
large degree have interests directly opposed to each other. On
the one hand, we have the operators of the roads representing
the stockholders trying to get as high a rate for service as it is
possible to get. Whereas, on the other hand, are the representa-
tives of the people, through their Federal and State rallrond com-
missions. trying to keep the rates as low as possible. There Is
a constant struggle going on between these two forces all the
time -with varying resuits.

It seems to me that the principle invelved in this method of
regulation was doomed to failure in advance, Private business
partnerships are notoriously hard to sustain when the interests
of both partners are identical, but to think of a business part-
nership succeeding where one of the partners is. interested In
having the business make a good profit while the other is not
interested in the concern making any profit, is absurd. That
being true of a private business partnership, it is equally true
of the partnership control and operation of the roads by joint
action of the Government and the owners.

For the Government to attempt to regulate the income of
roads by fixing rates and at the same time pay no heed Lo the
expenses of the roads as made by the operators is quite absurd,
yet that is the way we have been doing it. Certainly the power
to fix the income must also be the power to fix the vutgo, yet
for an quarter of a century we have apparently ignored this
basic principle at the root of business success. This power to
fix the outzo must also be the power to regulate the bills pay-
able; that is, the issuance of stocks and bouds. Yet under
private control with Government regulation all sorts of erovoked
stock and bond issues have been floated. In fact, there has
been no regulation of any real value in the use of this very
important power. Irresponsible directorates are largely to
blame for the misuse of their powers.

METHODS OF CHOOSING DIRECTORS.

Another evil of the system of private control and Federal
regulation is the evil arising out of the powers of incorpora.
tion. For example, members of boards of directors are elected
by stockholders without any knowledge of their competency or
fitness in any way. Some of the best-paying roads are owned
very largely by women and children, charity institutions, trust
companies, and so forth. The: owners of these and all rouds,
in fact, have absolutely no voice in their management and o
not even know the board of directors they elect, if they vote at
all. The great mass of stockholders vote by proxy as requestedd
by the boards of directors in office. They do pot know ong
another, nor the directors they vote for, save in rare instances,
Sometimes a good board is elected, but through vo virtue of the
knowledge of the stockholders of the rond. The facts are there
is no more merit in this system of choosing directors than there
would be in having a erazy man pick a board by chance from a
crowd of people passing him on the street. The board picked
by a crazy man under such a method might possibly have an
advantage over the present system, because the men picked
would be innocent of ulterior motives at least, and to begin with
free from purely speculative desires. When one considers the
value of these great properties and the far-renching influence
their use has upon civilization, one ean but marvel at the care-
less methods employed in their management. The wonder is
they have been as well managed as they have, In fact, consid-
ering the opportunities for fraud and mismanagement, one might
reasonably take the fact that the roads are in no worse condi-
tion than they are as really a tribute to the high character nand
integrity of the majority of the men behind them, The fact that
fraud and mismansgement has destroyed public confidence to a
large degree is no fault of these men back of the successfully
managed roads. They certainly ean not profit by these misman-
aged properties about them, with all the bad odor that goes
with it. If they do not now, while the shackles of presidents
are broken, make a strike for liberty from the evil influences

and operations of speculators, they will find the old shackles
reriveted after the war is over. 4 ¢
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The roads should be set free from the raids of the wreckers
and their earnings made secure for payment of honest investors
so that values may be stabilized in order that extensions and
betterments may be made. There has been absolutely no way
suggested that will bring about these conditions safeguarding
all interests, excepting through Federal control by means of a
Federal railroad corporation with full and complete power to
control and operate the roads as a unit.

The Federal control over national banks through the Federal
Reserve Board has proven a great boon to the country. No one
would think of abandoning that system now. There is no reason
why the same successful principle can not be applied to the
roads. The banks are privately owned. No one calls that sys-
tem of coutrol Government ownership. The method of Federal
control of roads provided for in this bill can be slightly modified
and made into a perfectly workable system for the roads along
the lines of the Federal reserve act. The results would be far-
reaching indeed. It would result in control of stock and bond
issues, unification of service, elimination of useless competi-
tion, development of ports and distribution of traffie, standardi-
zition of construction, a fair freight rate, and a fair return on
investment in properties, and the prevention of speculation.

With such a purpose in view I have done my best to convince
my collengues that the placing of a two-year limit in section 14
for the return of these roads to their owners is an effort to turn
the hands of the clock of progress backward, and I sincerely
hope that the limitation will be stricken out. [Applause.]

Mr. ESCH. Mr. Chairman, I yield 40 minutes to the gentle-
man from South Dakota [Mr. Dirrox], a member of the com-
mittee.

Mr. DILLON. Mr. Chairman, this bill is a war measure.
The Government has an absolute right under existing law to
take over the control and possession of the railroads as a war
necessity. During the period of Federal control the Govern-
ment must pay a just and fair compensation for the use of the
property.

The main features of the bill under consideration are:

First. Within certain bounds and limitations the President is
empowered to make a voluntary agreement with the carrier
with respect to the value of the use of the property during the
period of Federal control.

Second. A board of referees or arbitrators is created to re-
port in each case the just compensation that should be allowed
the carrier for the use of its property, and upon the report of
such board the President may enter into an agreement with
the carrier for just compensation, not in excess of the finding
of the board.

Third. If these two methods of reaching a contract fails, then
the Court of Claims, on the motion of either party, shall ascer-
tain the amount of just compensation for the use of the prop-
erty during such Federal control.

Fourth. Provisions are made for betterments and extensions,
and a revolving fund is created, out of which expenditures may
be made for such betterments and extensions during the period
of control. :

Pifth. The President may, when in his judgment it is neces-
sary in the publie interest, initiate rates, fares, charges, classi-
fications, and regulations or practices by filing the same with
the Interstate Commeree Commission in the method and man-
ner as he shall direect.
shall then investigate and report thereon to the President for
such action as he may deem required in the public interest.

Sixth. The Federal control shall continue for and during the
period of the war and a reasonable time thereafter, which shall
not exceed two years after the ratification of the treaty of peace.

On December 26, 1917, the President issued his proclamation
“to the elfect that at noon on December 28, 1917, the Government
would take possession and assume control of the systems of
transportation in order that they might be utilized for the
transfer and transportation of troops, war supplies, and equip-
ment to the exclusion, as far as might be necessary, of all other
traflic thereon.

This proclamation was made under a provision of the act ap-
proved August 29, 1916, entitled *An act making appropriations
for the support of the Army for the fiscal year ending June 30,
1917, and for other purposes,” viz: :

The President, in time of war, is empowered, through the Secretary
of War, to take possession and assume control of any system or sys-
tems of transportation, or any part thereof, and to utilize the same,
to the exclusion as far as may be neccssary of all other traffic thereon,
for the transfer or transportation of troops, war materlal, and equip-
ment, or for such other purposes connected with the emergency as may
be needful or desirable.

Under this provision it will, in my judgment, be conceded that
the President had the right to take over the possession and con-
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trol of the railroads. It would seem, however, that the Presi-
dent, through his Director General of Railroads, is assumiag
powers not heretofore granted. The President’'s proclamation
provides: :

Until and except so far as sald director shall from time to time other-
wise by general or special orders determine, such systems shall remain
subject to all existing statutes and orders of the Interstate Commerce
Commission, and to all statutes and orders of regulating commissions
of the various States in which said systems or any part thereof may be

situated. But any orders, general or special, hereafter made by said

director, shall have paramount authority and be obeyed as such.

Here is found a clear assumption of power over existing law.
He directs that the orders of the Director General of Railroads
shall have paramount authority and be obeyed as such. This
means that all existing Federal statutes, all orders of the Inter-
state Commerce Commission, and all statutes of the various
States and orders of railvroad boards of various States of the
Union are subject to nullification and displacement by the para-
mount authority of the Director General whenever he may so
order. One of the objects of this bill is to perpetuate these
powers.

If this power exists, the Director General may nullify every
Federal and State statute affecting railroad rates and opera-
tion and every order of the Interstate Commerce Commission
and of all of the State railroad boards. If this power be exer-
cised, the Director General will supersede all of the functions
of the Interstate Commerce Commission and State railway com-
missions relative to the operation of the railroads and the fixing
of just and reasonable rates and charges.

Under this power the carrier might be released from making
full report of accidents to the Interstate Commerce Commission.
The boiler-inspection law, the safety-appliance act, the hours-of-
service act, and the eighi-hour day law could all be held for
naught because the order of the Director General of Railroads
is by the proclamation made supreme and paramount over all
laws and orders.

It seems to me it must be conceded that the control and posses-
sion is for war purposes, for the transportation of troops, war
material, and equipment, and that the railroads are to be uti-
lized for that purpose “ to the exclusion as far as may be neces-
sary of all other traffic thereon.”

Under the law and proclamation the commerce is divided into
two classes: First, the transportation of troops, war material,
and equipment; second, “ all other traffic thereon.” Under the
first classification the military supremacy is supreme, and be-
cause of this supremacy the second classification becomes a mere
incident in the railroad operation.

It is the duty of the military authorities to assist the civil
authorities in arresting offenders and violators of law upon
process issued by the civil or criminal courts. The civil au-
thorities and the military authorities should assist each other
in administration of the law. The power to provide for the
general welfare is not limited in time of war, and one au-
thority is not hostile to the other.

The military sovereignty is supreme in the line of its opera-
tion, but it does not overturn the Federal and State laws nor
does it annul the powers of the courts to fix reasonable and just
freight rates. Railroad rate making is not a military function
but is a civil function administered by the courts for the general
welfare of those interested in the commerce of the country.

We should ungrudgingly give all the power necessary to the
Director General of Railroads for a successful operation of the
roads in the prosecution of the war.

The fixing of rates, fares, charges, classifications, regulations,
and practices of carriers is not a war power. There is no neces-
sity for the military sovereignty to take over tliese functions.
If all the power over operation of the railroads is secure it cer-
tainly would not be necessary to destroy the State and Federal
machinery for rate making.

It is insisted that the demurrage regulations should be admin-
istered by the Director General. When analyzed, however, such
necessity is not apparent. Why should the commerce of the
country be disorganized and confused? If it becomes necessary
to secure speedy unloading of the cars the war power could be
brought into play. The war power could force the consignee
to unload; in case he failed to do so, the military power could
unload the cars and send them on their journey.

Neither is the routing of all commercial freizht an absolute
necessity. The movement of troops, war material, and equip-
ment is a military necessity, and unlimited power should be
granted to the military authorities so that these instrumentalities
could be speedily used in the work in which we are now en-
gaged.

Let the Interstate Commerce Commission and the State rafl-
road boards attend to the rates, regulations, and practices and
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give the Director General all power necessary to operate the
roads, disturbing the commerce of the country as little as pos-
sible. The rates now fixed by law should remain substaniially
as they are because our-guaranty as to compensation rests upon
this standard, The Interstate Commerce Commission should not
be abolished nor should its functions be Impaired. The Direcior
General can be given the power necessary to run the roads with-
out encroaching on the functions of the Interstate Commerce
Commission, because the commission has nothing to do with
operation, The Interstate Commerce Commission stands be-
tween the shipper and carrier with respect to rates, but that
does not interfere with granting the Direcior General the full and
complete power of operation.

If Congress permits the military power to fix the rates, it
would allow the military power the right to tax the shipper by
inereasing the rates nbove the rates now fixed by law. Every
inerease above a reasonable rate is a tax. Who ought to levy
this tax, the Congress or the Director General of Railroads? The
taxing power has always remained in Congress, and Congress
should reserve to liself at all times the taxing function,

There are 30,000 miles of short-line roands not to be taken over,
and the rate-making power as to these short lines will rest in
the Interstate Commerce Commission, while, on the other hand,
the fixing of the rates on the big lines will be vestexl in the
Director General, As shown in-the evidence, the large com-
panies, or the best conducted companies, are making from 7 to
30 per cent, some of themn more than that, upon the eapital in-
vested, which Is clearly beyond a reasonable rate for the capital
invested. The value of the use of the property at the time of the
taking must form the basis of compensation unless there is
some limitation in this bill whereby we ean place a legislative
bar or limit upon it. If you pass this bill as it is drawn and
leave out that limiiation, then these companies will go into eourt
and recover every penny of their earning capacity if lt be even
75 per cent.

Mr., RAMSEYER. Mpr. Chairman, will the g(mt!eman yield?

Mr, DILLON. Yes,

Mr. RAMSEYER. The gentleman has made the statement
that some of these companies were getfing unreasonable com-
pensation under this bill, some as high as 30 per cent. Does the
gentlemnn think that is just compensation?

Mr. DILLON. I think it is clearly bevond just compensation
for a company that is engaged in the public service, and I be-
lieve the Congress ought to place a limitation upon it so as
to prevent the carrier from receiving such a compensation.

Mr. SNYDER. Mr. Chairman, will the gentleman yleld?

Mr. DILLON. Yes.

Mr. SNYDER. I would like to ask the gentleman how he
would fix it so that a company that had made 30 per cent would
be on an equality with a company that was operating. perhaps.
a competitive line and making no money. Where would you
draw the line between the two?

Mr. DILLON. 1 would draw the line by saying that all net
income ahove T or 8 per cent that might be derived during war
time should go into the revolving fund to be used to protect the
Government in its guaranty.

COMPEXSATION OF THE CARRIERS.

What is the measure of compensation that should be allowed
the earriers for the use of property taken from them as a war
measure? The taking of this use is the taking of property under
the Constitution. The carrier is entitled to just compensation
for the use of its property.

I know of no better rule to guide the fixing of this compensa-
tion than that of the demonstrated value of the use, The profits
that the carrier has been making probably would constitute the
best basis to estimate the value of the use to the owner. These
carriers have been making earnings under rates fixed hy the
Government and these rates are presumed to be reasonable.

If under these rates the company has been able to earn in the
past 25 per cent on its capital invested, and the Government de-
prives the company of the use of its property, it ought to pay
as just compensation the value of the use; but we must not for-
get that the carrier is engaged in a public service. There is
great force in the argument that the earrier ought to have sub-
stantially the same return after the Government deprives it of
the use of its property as it was making under its own operation.

Under the provisions of this bill T do not see how the compen-
sation can be reduced below the previous earnings, because the
carrier can go into court and prove that it was entitled to a
just compensation for the use of its property. The compensation
provision Is predicated upon depriving the carrier of so mnch
money for the use of its property. Our claim for reduction of
net income must rest upon fixed rates. We must place a limit
upon the net income, otherwise the carrier will be entitled to
compensation based upon existing law.

The duty of the carrier is to perform a public serviee at &
reasonable rate. If the road accumulates an immense surplus
or pays excessive dividends, such surplus or excessive dividends
:mu{:} gc;q‘mstitute a convineing argument that the rates have been

00 &

The earrier must have a fair return on the fair value of its
property. This must be conceded. Congress has donated land
grante to many roads. Counties, towns, and cities have issued
bonds to finance railroad construction. People have given rights
of way, terminals, and vast sums if money to secure these
publie highways. I do not see how Congress can now make any
set-off or any claim against the carrier by reason of these dona-
tions and gifts,

It matters not how the ecarriers obtained these properties
so long as they are used in the publie service. The money ray
be stolen. It may have been secured by robbery, by levying
tribute on the shipper, by unreasonable charges, by discrimina-
tion, by wrong or oppression. 8till when these funds are put
into the publie service they belong to the carrier.

Because of these contributions the Government could net now
refuse to pay the fair value of the use of the property. The
title as between the Government and the carrier ean not he
questioned, nor can the Government set up a trusteeship over
the funds heretofore obtained and undertake to make a redis-
tribution of these funds,

For more than 10 years, the Inierstate Commerce Commission
has been deciding what rates are reasonnble and what rates are
unreasonable, During all the period of regulation the carrier
could have gone into court and proved, if such were the facts,
that it was not receiving a fair return upon the eapital invested.
Because they have not done so we must assume that their earn-
ings have brought reasonable returns on the eapital invested.

Mr. SNYDER. Mr. Chairman, will the gentleman yield?

Mr. DILLON. Yes.

Mr. SNYDER. Can the gentleman point out a particular
road that is making 25 per cent or above that?

Mr, DILLON, Oh, yes; some of them are making more than
that. The Burlington is making 22 per cent. I read from Sen-
ator Cuoamaixs’s minority report. The Duluth, Missabe & North-
ern Railroad is making 114 per cent; the Panhandle & Santa Fe
Road is making G4 per cent ; the St. Louls, Brownsville & Mexico
Railroad is making 52 per cent; the Colorado & Wyoming 1tail-
road, 162 per cent; the New York, Philadelphia & Norfolk, 35
per eent; the Cumberland Valley Railroad, 24 per eent: the
Bessemer & Lake Erie Rallroad Co.. 647 per cent.

Mr. SNYDER. Is there any way the Interstnte Commerce

Commission can make a rate which would be different for one
road from that of another carrying the same commodity?
- Mr. DILLON. I think not. I think the rate must be gen-
eral, and that is where the tronble comes. The weaker ronds, it
is said, musi make the profits upon the capltal invested, and it is
upon that theory that the excessive rates are made; it is upon
th:tl::i theory that the big roads have been able to plunder the
public.

Mr. SNYDER. Is it contemplated under this bill that the
President, having the right to make rates, shall make a rate
that will make the road that has been operiited unprofitably
hereafter operate profitably and make money upon the basis
of those that have been handled efficiently?

AMr. DILLON. I do not think the Director would do that;
hut I do think that every one -f these railroad companies, when
they get into ecourt, will recover upon the demonstrated value
of their property, and when they do that they are recovering
against the Government excess profits that they ought not to
recover, and these excesses should be handled now by the Con-
gress by setting a limit on those that are making excessive
profits and turning the excess profits into the revolving fund in
order to protect the Government.

Mr. SNYDER. Does not the gentleman think that under the
present form of excess-profits tax the Government will lay its
hand on this additional amount that he thinks they ought not
to make? :

Mr. DILLON, The taxing law must be general as to every-
hody In the same class, but that gives the Government hut little
protection, . Here Is a road that is making 50 per cent profit,
I say this congressional body ought to say to that road, “ You
are working for the public and in the public service, and we
will not tolerate such a percentage, therefore we will turn the
excess into a revolving fund during the time of war to protect
the National Government.”

Mr. SIMS. Mr. Chairman, will the gentleman yield?

Mr. DILLON. Yes.

Mr, SIMS. IIas the genileman read the speech of Senator
KEerLrogs, of Minnesota, which appears in the Rrconp of the 15th,
delivered on the 18th, in which he explains fully that these
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very large returns of those roads to which the gentleman re-

fers, in which he says that the percentage of the value of the

property is very small compared to anything like what is re-
rted?

pohlr DILLON. I have not read Senator Kerroca's speech.

Mr. SIMS. The gentleman will find an explanation of it in
that speech.

Mr. DILLON. But it was shown in the hearing and is undis-
puted that these -roads are making these immense sums, and
we should not allow them to do it in the time of war.

Mr. RAMSEYER. Under the provisions of this bill now pend-
ing before this committee, will these roads that the gentleman

has just enumerated continue to make the same returns here-

after that they have heretofore?

Mr. DILLON. Yes; and not only that, but those great rail-
roads do not want to put a limit on for a return of the prop-
erty. The attorney who represented the railroads came before
the committee and was going to argue the limitation question,
but when he finally came back he petered out and never touched
the question.

Mr. SNYDER. I would like to ask the gentleman for informa-
tion one more question, and I do not want to interfere with his
argument, but are these profits that he has mentioned of from
25 to 50 per cent based on the capitalization of the railroads
or the actual value of the property?

Mr. DILLON. Well, it is based upon their net earnings on
their stoek.

Mr. STEVENSON. Will the gentleman yield?-

Mr. DILLON. I will.

Mr. STEVENSON. As I understand from tables I have re-
ceived, the gentleman takes the Bessemer & Lake Erie, and
under the plan proposed we will be paying it 27.63 per cent on
its capital stock. Now, as I understand the gentleman, he pro-
poses to put a limitation and say they shall receive a standard
return not exceeding 7 or 8 per cent on the capital stock?

Mr. DILLON. Yes.
Mr. STEVENSON.
Government taking 20,

Mr, DILLON. Yes; or dividing the excess between them.

Mr. STEVENSON. And making it 15 per cent.
hn?l{l DILLON. The Government taking half and giving them

Mr. DECKER, Will the gentleman yield?

Mr. DILLON. I will

Mr. DECKER. Does the gentleman favor leaving the power
to fix the rates in the hands of the Interstate Commerce Com-
mission?

Mr. DILLON. Most certainly it ought to be done.

Mr. DECKER. Does the gentleman do that on the theory
they are a wise and efficient body ?

Mr. DILLON. Yes; they have been the only mte—rn:la‘tiinfr body.

Mr. DECKER. Now let me ask another quest[un in connec-
tion with that. Is it not a fact that all these rates and these
profits which the gentleman claims are excessive have been made
under the sanetion of this same body the-gentleman wants to
continue in power?

Mr. DILLON. Yes. Baut it is done under the theory that the
little roads are not able to earn enough to receive just compen-
sation on the capital invested. It is upon that ground that I
claim the Congress should write into this bill a limitation as
to these excess profits.

Mr. SIMS. If the gentleman will permit, I will read the
facts about the Bessemer; they are very short.

Mr, DILLON. I am afraid it will not allow me sufficient
time to finish my argument. I will allow the gentleman to
read it in his own time.

Mr. SIMS. The gentleman is the one who has made the
charge.

Mr. DILLON. My time is limited and I do not think I will
have enough time for that.

Mr. SIMS. Forty-five million capital stock——

Mr. DILLON. Let me proceed because I have something else
to say.

Mr. KINKAID. Will the gentleman yield?

Mr. DILLON. I will

Mr. KINKAID. Has the gentleman prepared any amend-
ment to offer on the line of his suggestions?

Mr. DILLON. No; but there will be one offered; if not, I
will offer it.

By the rate-making power the Government has in a measure
acquiesced in the rate-making power of the Interstate Com-
merce Commission and it may well be claimed that such rates
have provided a fair return on the capital invested. Yet what
right has the carrier to invest the surplus in extensions and
then charge the publie a reasonable return on these extensions?

In other words, giving T per cent and the

If the earrier is making 25 per cent on the money invested it

proves that the rates are unreasonably high., If the carrier
puts the surplus in extensions and then charges the public with
reasonable returns on the funds so invested it proves again
that the carrier is getting more than a fair return on the capital
invested. Remember that the carrier as between the public and
the Government is entitled to only a fair return on the capital
invested.

I believe that 70 per cent of the railroad mileage of the
country is earning more than a reasonable return on the money
invested and that 30 per cent is earning less than a reasonable
return on the money so invested.

If the provisions contained in this bill are carried out the
70 per cent of the mileage will be earning from 7 to 30 per cent
on the capital invested, and unless some provision is placed in
the bill to prevent so great an earning power by these great
corporations engaged in a public service they will all get the
demonstrated amount of their earning capacity. The other 30
per cent that has been earning but small income will receive a
fair refurn on the capital invested, which will be much greater
than they are now making.

Every one of the companies that are not making good rates
will be given good rates when the compensation is fixed.

In view of the guarantee the Government is about to make,
the financial aid that is about to be given, the sustaining of the
credit of the railroads, the relieving them from all hazards and
perils of war, from all uncertainties of business conditions, it .
is only just that at least a part of the excessive income of some
of the roads should be converted into the Public Treasury, be-
cause they ought not receive more than a fair return on the
capital invested.

When the income of the carrier reaches beyond a fair return
the excess should be used in the interest of the public for a
reduction of freight and passenger rates. DBy converting a part
::)f this into the Treasury it enables the Government to reduce
axXes,

The barrier against a reduction of rates has always been that
the poorer roads must be allowed the higher rates in order to
make a reasonable income. The same rates must apply to all
roads, and therefore those more fortunately situated—the big
roads—have been able to earn more than a reasonable and fair
income,

In providing for compensation in this bill we have no right
to go into the past and take the earnings heretofore distributed,
but that rule has no applieation when we are legislating for
the future. As to the future, Congress has, it seems to me, the
absolute right to fix a limit above which the earnings should
not go, and that the excess should be converted into the revolv-
1ng fund to protect the Government in its general guarantee.

TIME FOR@l RETURN OF PROPERTY,

Under the ferms of the bill the Federal control shall continue
for a reasonable time after the war, not to exceed two years
after the ratification of the treaty of peace. It will probabiy
require two years to secure the ratification of the peace ireaty.

Mr. DENISON. Will the gentleman yield?

Mr. DILLON. Yes. ]

Mr. DENISON. What limit does the gentleman think the Gov-
ernmenc ought to fix?

Mr. DILLON. I should think 7, 8, or 9 per cent, and then let
the Government take half of the excess and give the earrier the
other half. With that the carrier ought to be satisfied.

Mr. DENISON. Does the gentleman know any road that is
making that amount now?

Mr, DILLON. Oh, yes; I read a list of them. The gentle-
man was probably not here at the time, and I did not read half
of them. I now pass to the question of the return of the prop-
erty.

It will take two years to get a ratification of the peace treaty.
Then if you add two more years that gives four years, and we
are playing a fast and loose game with the people of this coun-
try. If so, the holding of the property might extend over a
period of four years, This period of time ought to be mate-
rially reduced. It is altogether too long. In my judgment, six
months after the ratification of the treaty of peace would be
long enough.

The justification for the seizure of the property rests on mili-
tary necessity, When military necessity ceases the right of
possession ceases. When the war closes conditions will change
and the right to operate on the payment of the value of the use
no longer exists. A new right springs into existence—the right -
of ownershjp.

If this right is not brought into existence, then the property
ought to be promptly returned, because the tenancy is neces-
sarily ended. The consideration in the first instance is the
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value of the use, When the military necessity ceases a totally
different compensation must be pald—the value of the property
0 taken. When the property itself is taken it becomes a second
taking and the compensation must be a fair compensation for
the value of the property.

When the war ends and the military necessity ceases, it be-
comes the duty of the Government to condemn the property and
take it over or give it back. After a reasonable time has ex-
pired after the close of the war the holding of the property by
the Government might be without the consent of the earrier
and would be without justification and unlawful.

Such holding would be unfair to the stockholder. It wonld
not do to say that we got possession of the use under the emer-
geney of war, and we will tnke three or four years to determine
whether or not we will return the property itself.

The gentleman from Nebraska [Mr. StepHENsS] would held
somebody else's property and experiment upon it and run an
experimental station and school in order to determine whether
the people would want Government ownership. [Applause.]

Neither would it be right to say that we will hold on to the
property and try out Government ownership, run a Government
school with the property for three or four years to determine
whether we like it or not, whether it will prove a good bargain
or a bad one.

If the Government wishes to engage In this enterprise it onght
to say so, If a sheriff levies upon property by virtue of a writ
of execution, which is afterwards set aside, the law requires him
to return the property before be can again levy on it. If his
execution is paid he must immediately return the property. If
he fails he beeomes a trespasser, holding without right.

The Government should not blow hot and cold at the same
time. It should promptly de its duty by returning the property
or commencing condemmnation proeeedings for taking over the
property and paying the value of the same. I am not opposing
Government ownership, but I do oppose a fast-and-loose policy
on behalf of a great Government. If we want Government own-
ership, let us say so. If we do not intend to take over the
property, it is eur duty to speak and say what is our poliey.
To remain silent with concenled purposes is not right and
should not be tolerated.

Let us fix a definite time by a definite statement. By so
doing we will discourage speculation. The public will know
our purpose, amnd the business world will not be disturbed by
uneertainty. Upon uncertainty the gamblers’ games are played.
Give the people certainty, and not uncertainty. [Applause.]

Mr. SNYDER. Will the gentleman yield?

Mr. DILLON. I do.

Mr. SNYDER. A few moments ago I asked the gentleman
whether or not these rates of per cent that he stated some roads
were making were based on the eapital or upon the value of
the property, and I think the gentleman stated they were based
ghmgl earnings. I do not think the gentleman intended fo say

a —

Mr. DILLON. With certain deduetions.

- Mr. SNYDER. That they were based upon the earnings. It
must have been either based upon the eapital or upon the value
of the property. I do not see how it could be based npon the
earnings.

Mr. DILLON. It is based upon the earnings after certain
deductions are made, so as to get net earnings. It would, of
course, be upon the stock or book value. Another reason why
these properties should be turned back at the earliest possible
moment is to protect this Government in time of peace. In my
judgment every railroad company in this country wonld be glad
if this Government might continue this fast and loose policy for
say three or four or five years, because it gives the railroad
companies $200,000,000 more than they ought to have. They
are not anxious for a limit; they do not want a limit. They
want to continue in Government operation, so that they may
make still greater sums of money. So in order to protect the
Government and in order to proteet the people, let us turn
back these roads at the very ecarliest possible date whenever the
emergency of war ceases, By doing so we will be protecting the
Treasury, and it will give us ample time to determine the future
policy of the Government.

By all means, both moral and legal, and for the protection of
the Governmnent, these roads ought to go back whenever the
ﬁerge;my ceases, because then the necessity eceases. [Ap-

use. 3

The CHAIRMAN. The time of the gentleman has expired.

Mr. DILLON. Mr. Chairman, I ask unanimous econsent to
revise and extend my remarks in the Reconp.

The CHAIRMAN. The gentleman from Souih Dakota asks
unanimous consent to revise and extend his remarks in the
Rrcorn. Is there objection?

There was no objection,

Mr. SIMS. Mr. Chairman, I yield 10 minutes to the gentleman
from Maryland [Mr. Cospy].

Mr, COADY. Mr. Chairman and gentlemen of the committee,
on the 28th of last December the President of the United States,
in pursuance of the power previously conferred upon him by the
Congress, took possession and control of the railroad systems of
the country, including the water transportation companies which
are owned or controlled by them,

1t was the most revolutionary economic action in the history
of this country; but that such action was necessary is not open
to dispute. The officials of the roads themselves approved the
act taken by the President, knowing that it was rendered im-
perative by the breakdown of their roads and their inability to
clve the service that was expected of them or to meet the nnusual
demands made upon them by conditions growing out of the war.

I do not intend at this time to discuss the reasons for such
failure, although I want to say that in my judgment it was due
to a eondition produeced by what I might term a maximum of
regulation and a minimum of increase in rates. We have not
been fair to the railroads.

The New York Times, in an editorial published November 8,
1917, said that in all the annals of our national waste and ex-
travagance there is nothing to compare with our mistreatment
of our railways, now recoiling upon ourselves. Now that the
operation of these transportation systems is under Federal eon-
trol, we should see that their owners are justly compensated for
the use thereof, and I believe the bill now before this body gives
them justice.

I intend, in the time allotted to me, to comment enly on two
features of the bill—section 14, making provision for the return
of the railroads to their owners after the war, and that portion
of section 11 that safeguards the existing laws or powers of the
States in relation to taxation, These provisions were not in the
original bill, but were added by the committee, one by a vote of
15 to 6 and the other by a unanimous vote.

I not only believe that the railroads should be returned to
their owners after the war, but I believe a definite date should
be fixed when the Government operation of them shall cense.
This bill fixes the time to be two years after the final ratification
of the treaty of peace, which will mean at least three years after
the cessation of hostilities. Surely this will give the Govern-
ment ample time to meet the new problems that will arise and
to so adjust things that the return of those vast properties to
their owners can be made without producing the chaos and
speculation that some people fear may ensue.

One of those who appeared before our committee and approved
a time limit feared that there might be a deadlock in some
future Congress over some measure affecting the roads, and
said, *“ How many times has there been a dendloek between the
House and the Senate, or the Congress and the President, in the
past 25 years?"” My answer to that is that such Instances were
very few and were infinitesimally small compared with the num-
ber of measures that were passed and approved.

Are we fo he governed by the exeeption or the rule?

This same gentleman, however, later on in his testimony, was
a little more trustful of Congress, for he said that there is a
belief on the part of investors that Congress can be trusted to
deal with this problem fairly.

Mr. Speaker, Congress can be trusted to deal fairly and justly
in this matter, and it will do so.

If, after the termination of the war and the expiration of the
time limit fixed in this bill, eonditions will be such as fo render
necessary the extension of the time of Government control, is
there anyone here who doubts that such action will be promptly
taken and the needed laws passed? To think otherwise wonld
be a reflection on the patriotism of Congress.

Mr. DILLON. Will the gentleman yield there?

Mr. COADY. I will yield.

Mr. DILLON. Suppose when such an extension bill had been
passed that the Execuiive vetoed it?

Mr. COADY. Then the responsibility will be the Execuiive's
and not that of Congress, and I have too much faith in the
patriotism of some fufure President of the United States and
the present Executive to believe he wonld veto a proposition
of that kind.

Mr. DILLON. Then, it would take two-thirds fo get away
from your prﬂpositlon in that event,

Mr. COADY. ° There need be no fear that Congress will hesl
tate to take prompt action when the neccssity for it arisés.
The history of this Congress and a record of its achievements
are proof of this assertion.

The position of those who are charged with the responsibility
of administering this law, and who do not favor a time limit,
geems to mwwe to be this: They are unwilling to trust this Con-
gress or a (uture one, yet they ask us to trust them. We do
trust them and we want them to trust us. -
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When Mr. Anderson, & member of the Interstate Commerce
* Commission, appeared before our committee he was questioned
as to the effect the passage of this aect would have on the
power of the States and their political subdivisions to tax rail-
road property. He answered, it was a very pertinent inquiry,
and that he was not prepared at that time to say that it would
or would not deprive the States of such power, or limit it, or
otherwise afTect it.

Subsequently, he asserted that he was sure the taking over
and control of the roads by the Government would not impair
their rights, and submitted a number of authorities in support
of his assertion.

There is n donbt in my mind abeut this, and all the other
members of the Committee on Interstate and Foreign Com-
merce, I believe, entertain similar doubts. :

This being the case. we thought we should have affirmative
propositions to this effect in the bill,

Mr. MADDEN. Will the gentleman yield for a short ques-
tion?

Mr. COADY. Yes, sir; I will

Mr. MADDEN. Take, for example, the State of Illinois.
That State in its early history granted a charter to the Illinois
‘Central Railrond Co. One of the conditions of the grant was
that it would be given certain public lands owned by the State.
Another condition was that it should pay 7 per cent on its
gross receipts into the treasury of the State during its exist-
ence. If there was any question about the right of the State
to collect this tax, then certainly there ought to be affirmative
action In this bill protecting the right of the State to the reve-
nnes it derives from this source.

Mr. COADY. I have thought that from the outset.

The only objection I have heard made against it is that it
will be an invitation to the States and municipalities to hmmpose
additional and unfair taxation upon the railroads. This is a
reflection on the taxing power of the States nnd municipalities,
to which I am unwilling to subseribe, and which I resent as a
reflection upon the integrity of such powers.

Mr, MASON. Is there any objection on the part of the com-
mittee to this affirmative action proposition?

Mr. COADY. I will say to the gentleman from Illinois, and
I think I will be borne out by the members of the committee,
that the vote was unanimous in favor of some affirmative
proposition in the bill.

Mr. LINTHICUM. The Baltimore & Ohio Raiiroad is free
from taxation. Does this or Uoes it not bring it under taxa-

‘tion?
Mr. COADY. That is a matter of contract, and of course we
could not impair the obligation of a contract.

Mr. LINTHICUDM. According to some one speaking here the
other day, we could.

Mr. COADY. I will say to my colleague that I had that in
mind when I first suggested it to the committee, or rather asked
Ar. Anderson questions along that line. I was apprehensive
some bad results might flow to the State of Maryland and other
States in the matter of taxation.

Mr. MASON. Will the gentleman yield?

Mr., COADY. I will yield to the gentleman from Illinois,

Mr. MASON. In the ease cited by my colleague from Illinoeis,
Mr. MappEN, there was a contract consideration whereby ihis
corporation received a large amount of public land to be relieved
from other taxation and to pay all of their taxes in the shape
of a percentage on its gross earnings into the State treasury.
Now, that is largely the source of revenue of the State of Tlii-

nois, and the Supreme Court of the United States has decided.

that Congress has power to impair the obligation of a contract.

Mr. COADY. There might be some danger of losing that
without an affirmative proposition in this bill pretecting the
powers of the States to tux railroar property.

The CHAIRMAN, The time of the gentleman has expired.

Mr. SIMS, Mr Chairman; I yield 30 minutes to the gentle-
man from Ohio [Mr. Sxoox], a member of the committee.

Mr. SNOOK., Mr. Chalrman and gentlemen of the committee,
in the short time allotted me I want to discuss only two
or three of the propositions contained in this bill, and at the
outset of what I have to say I want to express the idea that

- I have never yet studied any question that has given me so
much trouble as this legislation.

When you stop to cousider that the value of the property
we are legislating about approaches the vast suin of $18,000,-
000,000; that it involves a railroad mileage of more than
260,000 miles, more than all the railroads of Burope combined ;
when you stop to think that more than 600,000 people are
interested in the stocks and bonds of these railroads. besides
a vast number of savings banks and insurance companies, you
will see that your committee was laboring under very great

difficulty in trying to bring before this House a measure that
would be just to the people and at the same time be just to
the persons. who were interested in this great amount of
property.

Now, I wish to be fair in my consideration of this proposi-
tion. It seems to me that sometimes men who approach a
question in which a corporation is involved come to it with a
prejudiced notion or a prejudged idea to start with, either on
the side of the corporation or on the side of the people who,
they say, have been robbed by the corporation.

I was very much interested in the discussion of this subject
by my colleague from Nebrask: [Mr. StepHENs]. Now, of
course, it is well understood by everybody that there have been
very many, many abuses in the conduet of the railroad systems
of this country in the past, and anybody who has studied this
question at all is of the opinion that there should be some way
in which such episodes as the reorganization amd exploitation
of the Rock Island and of the New Haven Railroads could be
avoided in the future. But I want my colleague and gentlemen
of the committee to remember that it is not only the railroads
that are exploited, but all through our business life we find men
investing their meney in corporations and taking advantage of
the investments of their friends and exploiting these corpora-
tions to the disadvantage of the people of the country. And
I want to say that T have not reached the position where I am
willing to say that there are not men in America, the greatest
country in the world, that are not big enough and broad enough
and honest enough to look after fthe investments in the rail-
roads of this country, large as they may be. and to administer
them honestly and efficiently and safely. [Applause.]

Mr. GORDON. Mr. Chairman, will my colleague yield?

The CHAIRMAN. Does the gentleman from Ohio yield to his
colleagne? .

Mr. SNOOK. Yes.

Mr. GORDON. I ecall the gentleman’s attention to the Impor-
tant difference, however, that where men exploit and rob private
corporations belonging to individuals they are sent to the peni-
tentiary. Why do you not bring in legislation that will do the
same with the railroad managers? :

Mr. SNOOK. Well, that should be dene, but T have not time
to discuss that question with my friend from Ohio. I want to
discuss the proposition now pending before the House. I want
to' say a few words on that and not on the subjeet the gentleman
refers to.

The gentleman from Nebraska [Mr. StepHENS] made a very
lengthy and_ luminous argument to this House and tried to dis-
tinguish and did distinguish between Government ownership
and the control which will be exercised under this measure, and
left the impression. I think, upon this House—at least, he did
leave the impression upon my mind—ihe impression that it
would be right, that it would be just, that it would be fair for
the American Congress and the executive officers of this coun-
try to take over this vast property under fovernmental control
under the guise that it was a war necessity—beenuse it has
taken it over under an aect providing it could be done only as a
war necessity—and then to keep that property under govern-
mental control for 8 or 10 or 12 years after the war had passed
to experiment with the property that these men owned, in order
to find out whether or not tlis measure woukld be (I:e best that
could be put into effect in times of peace. 1 am not able to
have my mind go to the extent of believing that that is the
thing that this Congress ought to do, and T call the gentleman’s
attention to this fact, which it seems to me he overlooked,
that while this is a bill for governmental control, it is a hild
which guarantees to the stockholders of the rallroads of this
country a return which is the eguivalent of the average which
they have earned for the last three years.

I do not belleve that I could bring my mind to sanctlon a law
that in times of pence would take over the raliroads of this coun-
try, this vast property, and gnarantee them a return such as is
suaranteed under this bill, I willingly do it now. I am glad
to join with the Executive in carrying out this propesition as a
war measure, becnuse I have seen in this Congress on both
sides of the House men standing side by side with no other
purpose in their hearts than to carry out this war to a success-
fnl issue and make every sacrifice that may be necessary. I (o
not believe that a majority of this House or a majority of the
other body wounld be willing in times of peace to take over
these great preperties and guarantee to the people who own
them this return in time of peace.

AMr. BANKHEAD. Mr. Chairman, will the gentleman yield?

The CHAIRMAN. Does the gentleman from Ohio yield to tlhe
gentleman from Alabama?

Mr. SNOOK. Yes.
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Mr. BANKHEAD. In that connection I would like to ask the
gentleman from Ohio if there was any evidence before the com-
mittee of the aggregate income aceruing from all the railroads of
the United States throughout this three-year period? -

Mr. SNOOK. Oh. yes. It aggregates a little over 5 per cent
on the stocks as returned. Yes; we had a large amount of
evidence on that subject.

Mr. MADDEN. Mr. Chairman, will the gentleman yield
further?

Mr. SNOOK, I will be glad to.

Mr. MADDEN. Does that cover all the 1{[111'0&11&-—‘-“]09{, that

are not to be taken over as well as those that are to be?

Mr, SNOOK. That was the average of all the railroads
making returns through the Interstate Commerce Commission.

Mr. BANKHEAD. Was that on the basis of the capital stock?

Mr. SNOOK. Yes; that was on the basis of the capital
stock.

Mr. MADDEN. 8o that the short-line railroads—so many
hundreds of them—will not be taken over, but the average earn-
ings of the roads that are to be taken under the control of the
United States during the period of the war would be guaran-
teed a much greater return on their capital than 5 per cent?

Mr. SNOOK. It will be somewhat increased, but not as
largely as the gentleman thinks.

Speaking on that subject, since my attention is called fo it, I
think I am myself as largely interested in that short-line ques-
tion as any man in Congress. I have three of these short lines
in my district. I would like the Members to have a clear idea
on that subject. Take, for instance, one of the railroads that
is in my distriet. It is 130 miles long. It was built some 12 or
15 years ago. It goes through a very rich agricultural district,
but starting at a town of not very large size, and having its
terminus at Fort Wayne, Ind., with its short length it was never
able to earn a dividend or a return upon the stock, and it is
now in the hands of a receiver.

It is typical of 500 or 600 of the short-line railroads of the
country. I have arranged that it present its case to the Direc-
tor General so that it may be determined whether or not its
service would be such during the war that it should be taken
over., The question that presents itself to this Congress is,
Does the Congress wish to toke over all of these short-line rail-
roads? Do you wish to put that burden upon the Government
and guarantee them a return that will make a proit to their
stockholders? Can the Government afford to do that, if the
Director General and the people who are looking after the con-
duct of this war say they are not a necessity in carrying on
the war? That is the question that presents itself to the Con-
gress; although we have gone just as far as it is possible to go,
and after this bill was first drawn and placed in the hands of
the committee an amendment was adopted and placed in the
bill, which I do not have before me; which provides, in sub-
stance, that all of the routings that the short-line railroads
which are not taken over can secure shall be observed by the
Director General, and if it shall be necessary for the Director
General in carrying out the purposes of the war, or in trans-
porting war facilities, to take any of the freight away from
these short lines that has been routed over them, it shall be
his duty, in so far as possible, to compensate these roads by
diverting freight from other roads over these short lines.

Mr. MADDEN.. Will the gentleman yield for one further
question?

Mr. SNOOK. Just a minute, and then I will. The railroad
managers and the people who own the railroads said to us be-
fore the commiftee—and it was one of the things that was
brought out in the evidence—that one of the valuable assets of
a railroad is the right to solicit business. That had never oc-
curred to me before; but a railroad is a business just like any
other concern, and I think it was the president of the Southern
Pacifie, Mr. Kruttschnitt, who said that one of the most valuable
assets that the railroads possessed was the privilege of soliciting
business. So, you see, while these railroads are not taken over,
we leave them the right to enjoy all the privileges they had be-
fore this governmental control came into existence, and also
give them the privilege of still soliciting the business which
belonged to other roads; and of course when the large railroads
are taken over, in a very large measure, these people who are
employed as solicitors will be Cispensed with. That is one of
the economies they expect to work out with the governmental
control of railroads.

Mr, MADDEN. Is there anything in the bill pending, re-
ported by the Interstate Commerce Committee, which compels
the Director deneral of Railroads to make joint rates with
ihese short lines? If there is not, I beg to say that it may dis-
criminate to a very great extent and to the detriment of many
communities through which the short lines run.

Ar, SNOOK. 1T think it may be fairly inferred from the
amendment which the committee adopted, to which I have al- .
ready referred, which makes it the duty of the Director Gen-
eral whenever he takes away from any of these railroads the
peivilege that they had, of freight being routed over them, to
reroute the freight over them that would naturally go over the
other lines. 1 would say that that would imply that he had
the right to fix joint rates, Aml I will say further to my
friend from TIllinois, of course it is impossible to cover all of
the details in any one of these bills; but if the gentleman counld
go into this matter as we have he would find out that it is the
intention of the Director General—which I think is a good onc
in earrying out this law—to disturb the present arrangement
as litile as possible. That is to say, the present owners of the
railroads, with their present management, are to be left in con-
trol, and only where it is an imperative necessity to carry on
the business to better advantage or to do something that may
tend to help us in the control of the war will this management
be interfered with.

Mr. DEWALT. In order that the gentleman may be en-
tirely accurate the wording of the amendment of “hich he
speaks is this:

That nothing in this act shall be constroed to affect the routlng in-
structions over and the traffic arrangements of such rallroads.

Mr. SNOOK. Traffic arrangements?

Mr. DEWALT. Traffic arrangements.

Mr. SNOUK. I thank my collengue for calling my attention
to it.

Mr, MADDEN. Would it be obligatory upon the Director

General under that language to prorate the rates between the
short lines and the trunk lines?

Mr. SNOOK., Well, yes; I think so.

Mr. FIELDS. Is there any provision in the bill to protect
the short-line roads against discrimination in the supply of
rolling stock? For instance, if there is a ear shortage will the
Government contribute all its supplies to the rownds that it is
operating, or will it give the short-line road its proportionate
share that it would be entitled to under ordinary business
conditions?

Mr, SNOOK. There is unthlng in the bill along that line.
That is a matter of detail that I imagine will he carried oul
very much as the present management of furnishing cars is
being carried out by the car-service board at this time. They
are trying to obviate all these difficulties to which I have
called attention.

Mr. FIELDS. That is one of the most important features
for the short-line roads, that they may be permitted to get
rolling stock.

Mr. SNOOK. I imagine that would be a maiter of detail
to be taken eare of by the Director General in the management
of the railroads. We know now that the ear-service hoard are
trying to take care of that detail and was before the railrmuls
were taken over. Take the railroad te which I have just
referred: I had that question up with the car-service honril
about furnishing railroad cars, and I found to my amazement
that this little railroad only owned 10 freight cars, although
several million dollars are invested in it. The ecar-service
board had made an order on the Baltimore & Ohio Rallroad
to furnish 100 freight cars to this little railroad, which serves
the agricultural people to carry their stuff to market.

Mr. SNYDER. Will the gentleman yield?

Mr. SNOOK, I will.

Mr. SNYDER. A few minutes ago the genileman stated that
the short-line railroads would be permitted to continue solicit-
ing. Does he mean that it is the intenfion of the Director
to discontinue the solicitors of freight on the large lines?

Mr. SNOOK. T can not answer the gentleman on that point.
That was discussed in the hearings before the committee, and
I thought, from what I heard from different sources, that while
that might not be entirely done away with, they intended to
work some economies along that line.

Mr. SNYDER. I wish to say that, in my judgment, it might
be well enough to do away with some of them, but it would be
a very serious situation to do away with all of them, because
they not only solicit but help the shipper to route his stuff,
Some might say that he would route it over his own line; but
even if he did the solicitor helps get the product to its destl-
nation, and that is what we need to-day in railroading more
than anything else,

Mr. SNOOK. That was one of the matters brought up hefore
the committee. I think it was Mr. Kruttschnitt, of the Union
Pacific, who showed that was a valuable asset—that the service
rendered by the solicitor was unot only to secure the business
Ir:mt El(;.' give instruetions to shippers in regard to rounting the
reig
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Mr. SNYDER. It is a very important part of the service.

Mr. COOPER of Ohio. Will the gentleman yield?

AMr. SNOOK. ¥Yes.

Mr. COOPER of Ohio. I would like fo ask if the Direetor
General is soon to order all the short lines to stop solicitation?

Mr. SNOOK. I am not able to answer that question.

Mr. COOPER of Ohio. I think that was brought up before
our committee, and I wanted to know if he had withdrawn it.

Mr. SNOOK. We could:not object if the railroads are not
taken over or if they are to be surrendered by the President;
it would still give power to them to solicit.

Mr. STEVENSON. Will the gentleman yield?

Mr. SNOOK. Yes. '

Mr. STEVENSON. In relation to the provision—

That nothing in thls act shall be construed to affect the routing in-
siructions over and the traflic arrangements of such railroads—
does the committee construe the term *traflic arrangement
to cover a division of the inecome from freight transportation?

Mr. SNOOK. I think that would fairly be the construction.

Mr. STEVENSON. That is not the usual and ordinary sort
of a contract.

Mr. SNOOK. That provision was drawn by some of the people
friendly to the short-line railroads. When it comes to the tech-
nical meaning I am not able to inform the gentleman,

Mr. SHALLENBERGER. Will the gentleman yield?

Mr. SNOOK. Yes.

Mr. SHALLENBERGER. The question of the retention of
the railreads after the termination of the war is a very impor-
tant one. The roads were taken over under the act of August
20, 1016, by the President as a war measure, and we gave the
power to the President as n war measure. As the bill was re-
ported, it provides that Federal control shall continue during the
continuance of the war or until Congress shall thereafter order
otherwise. Was it the opinion of the committee, from informa-
tion gathered, that by a simple decree of that sort the railroads
could be continued indefinitely in the hands of the Government
after being taken as a war measure?

Mr. SNOOK. I do not quite eatch the gentleman’s question.

Mr. SHALLENBERGER. I know the bill has been modified,
but as an original draft it provided that the ownership or man-
ngement or IPederal control sheuld continue for and during the
‘period of the war and until Congress shall thereafter order
otherwise. Was it the opinion of the committee that they might
remunin indefinitely in the control of the Govermment unless
otherwise ordered? &

Afr. SNOOK. T think so; that was the argument.

Mr. SHALLENBERGER. Having once taken them as a war
mesnsure, it was the opinion of the cominittee that they could be
held indefinitely? °

Mr. SNOOK. The gentleman is referring to the constitutional
question?

Mr. SHALLENBERGER. Yes.

Mr. SNOOK. That was fully argued before the committee, up
one side and down the other. The committee, as has many other
committees in the House, has many constitutional lawyers, and
I notice that when any of these questions come up we have a
superfluity of constitutionnl representatives.

Mr, MASON, Mr, Chairman, may I make a statement to the
gentleman along the line that he is talking about?

Mr., SNOOK. Yes.

Mr. MASON. Upon the question of the solicitation of busi-
Ness——

Mr., SNOOK. I will ask the gentleman to defer that for a
moment as I want first to answer this other guestion.

Mr. MASON. I beg the gentleman’s pardon; I thought he
had finished.

Mr. SNOOIL. It was contended before the comumittee that
inasmuch as these railroads had been taken over as a war
mensure under the act to which the gentleman from Nebraska
[Mr. SmarreNpencer] has referred, that they were taken over
and held under the war power conferred by the Constitution.
On the other hand we had gentlemen who appeared before the
committee who advinced the argument that under the commerce
clause of the Constitution the Government would have full
power to take these railroads over in time of peace, and if they
were held after the conclusion of the war, althouzh they had
been taken over under the notion that it was a war measure,
still the Supreme Court would be inclined to say that inasmuch
as the Government had the power to do so, the possession of the
roads could be continued in the Government as long as Congress
might wish.

Mr. MADDEN. Inasmuch as the President made the declara-
tion in accordance with the law under which he took them over,
would he not be bound by that?

Mr. SNOOK. 1 understand; but I am giving both sides ef
the argument. I want to give expression to this thought: That
the very argument that has arisen upon this question is one of
the strongest reasons, to my mind, why there should be a time
limit fixed in the bill within which the railroads should be
returned to thelr owners. It occurs to me that if there are two
schools of thought upon this subject and there is no time limit
fixed in the bill within which the railroads shall be returned to
their owners after the war should end, and the owners of these
railroads should be dissatisfied with the Government manage-
ment and control, or with the amount of compensation they
have been receiving, or anythicg of that kind, they would im-
mediately go into the courts and begin litigation to secure the
return ef their property, and to my mind I must confess,
although I am a lawyer and have mever followed any other
business, there could be no disastcr that could befall the people
of this country that would be so great as to plunge this great
industry, the stockholders and the employees, into a litigation
with the Government npon any question involved in the taking
over of the property. I believe it would disturb labor condi-
tions, and, more than that, I feel convinced that it would dis-
turb the stock market and the value of the bonds and stocks of
these railroads, and if the country were plunged into a litiga-
tion on this subject or upon any other vital subject connected
with this bl it would bring on a panie, because the amount of
property involved is so great. I believe it could not be other-
wise, .

Mr. MADDEN. Mr. Chairman, will the gentleman yield?

Mr. SNOOK. Yes.

Mr, MADDEN. The gentleman is talking about the effect on
labor. I would like to ask for information upon the subject of
how labor is to be affected with respect to the employers’ lia-
bility laws of the various States and of the Nation now,
whether they are to come under the Federal compensation act?

Mr. SNOOK. They come under the Federal liability aet.
When this bill was first drawn it contained a provision placing
all of the railroad employees under a Federal compensstion
act. It provided for Federal compensation, but that was dis-
cussed fully in the committee, and there were very grave ques-
tions as to the constitutionality of that law. No one seemed
to want it. The railroads are dissatisfied with it and the people
who are employed by the railroads are dissatisfied with it; and
the committee, having thought the question over, believed it
would be the best thing to leave the employees in the situation
in which they now find themselves.

Those who oppose the provisions of section 1, relating to the
fixing of the standard return and defining and limiting its
amount, assume that if this section as it now stand : becomes law
every agreement entered into between the President and earriers
will allow compensation to the ecarrier at the highest rate per-
missible under the act.

It is snid that the President suggested such rate in his
proclamation assuming eontrol of the systems of transportation,
and therefore it may be definitely predicted that this standard
will be applied in every case. Whenever one advances such a
claims he loses sight of the fact that while the original bill as
introduced by the gentleman from Tennessee on January 14,
1918, seems to have been drafted with this avowed purpose, as
the language in this respect is as follows:

At an annual rate as nearly as may be to its average nct rallway
operating income for the three years ending June 30, 1917,

Yet the bill has been amended in this respect by the commiitee
s0 as to read as follows:

It shall receive as just compensation not excec an annual sum
equivalent as nearly as may be to the average annual operating income
for the three years ended June 30, 1917.

It may have been the infention of those who originally con-
sidered the matter to limit the power of the Presideut in mak-
ing an agreement in all eases to the single standard of the
average operating income for the three years nomed. But it
will be observed that the bill as amended enlarges the power
of the President and authorizes him to make an agreement for
compensation at any rate that he may deem proper, so long as
it does not exceed this average.

I submit therefore that we are not warranted in assuming
that those in confrol will ignore the right which this amend-
ment confers and in all cases fix the compensation at the maxi-
mum rate named in the bill. =

Moreover, we must remember that we are not now settling a
policy that is to be permanently followed.

The Government has taken over the nse of the railroad sys-
tems for the term of the war. Under the Constitution the

owners have a right to compensation for the use of their prop-
erty.
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If the owners are unable to agree with the Government upon
the amount of the rental they shall receive, then they have a
-right to go into the courts to have that amount fixed. If, there-
fore, the Government is not in a position to offer them a sum
that nearly approaches the amount they have been earning under
private management, it stands to reason that they will refuse
to make an agreement and choose rather to exercise the right
they have to submit their claims to a court for determination.

This presents a praetical question. Shall we leave the bill as
if is now drawn and under the provisions of which it is reason-
ably ecertain that the Government will reach an agreement with
nearly all of the railroads, or shall we take the risk of inserting
new and novel provisions which the owners of the railroads are
not likely te agree to?

To my mind there is noihing that is likely to be so harmful
in the end to the Government, the public, and the owners of
the railroads as to frame the terms of this bill =0 as to preclude
or render doubiful the settlement of these claims for rental
through an agreement between the Government and the owners
of the railroads.

All of the amendments to section 1 that T have yet heard pro-
posed take away from the owners of the railroads a very sub-
stantial part of that which they have been receiving for many
years., It seems to me that if any of such proposals are incor-
porated in the bill it will cause a large majority of the railroads
to refuse to agree upon a fair rental and lead them to go into
the courts for a settlement of their claims,

It Is proposed to leave the mamagement of the railroads so
far as possible in the hands of the owners o be exercised by
the men now in control. Certainly this will be so as to all the
details touching maintenance and operation. Everyone who ap-
peared before the committee conceded that this was the only
wise course to pursue.

What then will be the effect upon the efliciency of the opera-
tion of the roads if those who have the details in charge and
who are to be held responsible for success or failure are at the
same time engaged in conducting a contest at law against the
Government to determine a fact as vital as that of settling
what rental they shall receive for the use of their property?

The extent of the success of the proposed plan of operation
of the railroads depends in my opinion largely upon whether or
not we so frame this bill under consideration as to enable the
Government to reach a voluntary agreement with the owners
of the roads for compensation along some such plan as that pro-
posed in section 1 of the act.

No doubt there were many reasons which led to the proposal
of this plan for fixing the amount of the compensation. But no
doubt the paramount one was that we were taking over the
roads for the purpose of assisting in the conduct of the war
and that it is necessary at this time to submerge every other
purpose to that of winning the war.

Therefore it is no time to stop to engage in a- dispute over
matters of public policy on which the people are divided.
Neither is it the time to settle the question as to whether or
not the people would be best served by Government ownership
of the railreads, It is our patriotic duty to avoid disputes that
will invelve this great industry and all the people that are in-
terested in it as stockholders, security holders, and employees
in doubt and confusion.

It is our duty, in my judgment, through this governmental
control to unify and coordinate the different systems of rail-
roads and inaugurate such changes in the 'management and
control as will assist in winning the war and best serve the
people of the country during the war period, leaving as large a
share of control in the hands of the owners as is consistent
with these purposes.

All ithe proposed schemes that look to a radical change in the
management or propose entirely new and different rates of com-
pensation, figured on a basis entirely different from that which
has prevailed under private management, it seems to me lose
sieht of the fact that we are engaged in a war that requires
and demands the exercise of all the energy we can bring to bear
and admits of as little dissension and dispute as is possible.

No one will be so bold as to claim that the proposed basis
is entirely accuraie and furnishes an exact test of the amount
the earricrs would earn during the war period or that it is an
exact test under all the circumstances of what is just. But I
do maintain that it is based on experience; that it is plainly
understood and can be easily applied; that it is not likely to
bring out a dispute between the owners and the Government,
and has the added virtuz of meeting the approval of a large ma-
jority of the owners of railroad securities and the public. This
plan of providing compensation by agreement is wisely supple-
mented by paragraph 3 of section 1, which provides for taking
eare of depreciation and maintenanee and for the adjustment
at the conclnsion of governmentfal conirel of all claims that

may be held, either by the Government or the carriers, for
money that has been expended by either on account of mains
tenance and depreciation. ;

There has also been much discussion and criticism of the
terms of section 11. It is contended by many that the Presi-
dent should not have authority to initiate and fix rates, but
that this power should be left to the Inferstate Commerce
Commission,

The act of August 29, 1916, under which the railroads were
taken over, is as follows: :

The President, in time of war, is empowered, through the Secrefary
of War, to take possession amd assume control of any system or sys-
tems of transportatiom, or any part thereof, and to utilize the same,
to the exclusion as far as may be necessary of all other traffic thercon,
for the transfer or transportatlon of troops, war materials and equip-
ment, or for such other purposes conmected with the emergency as
may be needful or desirable,

The language of this act. conferring on the President the
power to take possession and assume control of the carriers for
such purposes connected with the emergency as he may deem
needful or desirable, to my mind clearly implies that if, in his
Jjudgment, it is needful or desirable to effect this purpose in-
tended to be earried out by the act he is empowered to initiate
or fix rates or to do such other things to effect such control as
he may deem necessary.
~ If this is not so, the authority granted is futile. Those who
oppose giving him this power assume that the functions here-
tofore exercised by the Interstate Commerce Commission are
to be entirely taken away and that those who are to exercise
this control and management on behalf of the Government will
undertake to change established rates and practices, without
regard to what has heretofore been done and in disregard- of
the opinion of members of the Intersitate Commerce Commis-
sion. That this conclusion is not correct and that any such
action is far from the thought of the present Director General
is shown by his testimony before the committee, for in «is-
E;lsssinig this subject there he gives expression to the following

ought:

Mr. DEcEgr. Mr McAdoo, there was one question that T wanted to
ask with relation to the question of fixing rates. I would like to have
your views as to the necessity and the om of the Director General
o!tRnl.lroads having the right to fx the rates. I mean transportation
rates.

Mr. McApoo. I think that so long as the rallroads are, by nuthority
of Congress, in the possession of Lhe President and are being operated
by the President as Commander in Chief of the Arm{l and Navy of the
United States for the war purpose, he is bound to have a ramount
control of the properties, so that he may exercize that power in any way
that the public interest or any emergency that may arise may require.

Now, as to the rate-making power, I think the President undoubtedly
has the power to control rates during the time of Federal ssession,
under the present law. I think, on the other hand, that that power
ought not to be exercised—and I am sure it will not be exercised—except
in such cases as may be necessary in the public interest, 1 think it
would be very unwise for the Federal Government to undertake through
the Director General of Railroads—who merely represents the President
in this conirol—to pass upon all the rates in the country, either de novo
or as l}ueﬂﬁons may arlse concerning them. I think that the agency
of the Interstate Commerece Commission ought to be employed, and that
it ought to Lear these questions from time to time as the Qubllc interest
requires, and that the views of the Interstate C ree Commission or
their judgment as to what m;ijght to be done in the circumstances ought
to prevail, and I think woul undonhtedlﬁ be permitted to prevall, ex-
cept in o far as it might he wise for the President to modify or te
change them. In other words, I feel that the commission ought to act
in an advisory capacity while the I'resident is In control of the rail-
1-ox!|ds, and that its advice and suggestions about rates will be of great
value.

Now, that applies to interstate rates.

As to intrastate rates, I think
that the State commissions ought to continue to consider such questions
as they rise, Innumerable questions affecting local conditlons are coming
up from time to time, and they ouﬁht to hear them and pass upon
them ; and so long as their views and judgmeny do wot run ecounter to
Ehl‘; common interest. they wi'l be regarded and accepted just as here-
ofore, .

I had a conference with, T think, about 20 of the representatives of
the SBtate commissions recently, and T told them that I thought {hat
they ought to go forward just as usual—and, in fact, the DPresident’s
proclamation so provides—and hear cases and exercise their powers
as they hiave heretofore done, always, of course, with the understanding
that the President has the power to override any decislon they may
make when he thinks it necessary to do so in the public interest.

The State commissions have jurisdictlon over many other questions
besides intrastate rates. They have the right to pass uipon local ques-
tions like the construction of a switch to an industrinl plant, side-
tracks, and things of that kind.

Mr. MoxTAGUE. And crossings?

Mr. McApoo. Yes. 1 think all those powers ought to be exercised
by them as heretofore, subject to the Federal control.

Mr. Escn. How abont the power granting to many commissions the
right to lssue certificates of convenlence and necessity with reference
to stock and bond fssues?

Mr, McApoo. 1 think they ought to be permitted to continue that.
Of course, I shonld feel that it was necessary to be consulted about 1t.
During this war, and especially because the Government is very vitally
eoncerned in the expenditure of new capital in the country, we must
have as muech control of such questions as we possibly can in order to-
carry forward the Government's own financlal operations. :

Returning to the rate-making power, so far as State commissions
ose that the President had

are concerncd, as to intrastate rates, su
Federal control, and that the

no control over rates during this period o

Congress of the United Btates had aothorized a guarantee to the car-

It would be within the powers of the Riate commlisslons to alter

riers,
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rates to such an extent as to enforce deficits u the Federal Treas-
ury. I do not mean to insinuate that they w abuse that power, or
that they would vse it for the purpose of ereating such deficits, but It
would leave in their bands the power to do it, which, if exercised
would in effect be taking money out of the Federal Treasury without
any appropriation having been made by Congress., 1 think that Con-
gress can not place that sort of power in the hands of any State
authority or anybody eclse. There again, however, I think there will
be no diticulty about harmonious relations with the various State com-
missions, They have given me every evidence of a desire to cooperate,
and I am quite sure that they will,

This idea expressed by the Director General is carried out in
the language of the bill, for in section 11 we find this provision:

Until and except so far as the President shall from time to time
ptherwise order, the rates, fares, charges, classification, regulations,
and practices of ¢arriers under Federal control shall, durini the period
of Federal control, continue to be and to be determined as hitherto.

1t is therefore plain that there is to be no change in the
present method of fixing rates, except in exceptional cases and
then only when an emergency arises making such course
necessary.

Heretofore all rates have been fixed under law on the com-

petitive theory. During the period of the war, while the rail-
roads are under Federal control,.it will be necessary, no doubt,
in many cases to ignore this basis of arriving at the proper
rate. and that line of railroad is to be used by the persons
exercising governmental control that can he most cffectually
utilized.
- In making use of this changed method it occurs to me if
we are to derlve the benefit that was sought by assuming con-
trol of the carriers, it will be necessary at times to change
without delay some rate, charge, classification, or practice that
heretofore prevailed:

I understand that in giving this authority to the President
we are granting great power, but these are no ordinary times
and it is no ordinary purpose that we are trying to carry out.
1 believe that it is well understood that we took over the
control and management of the railroads for the very reason
that there was no one who had the authority to speak for all
the roads. Therefore, if we are to make a success of that
control, if we are to accomplish what we set out to do, there
must be no division of authority, no opportunity for dispute
and delay. Necessarily there must be some one head which
has the authority to speak the last word on every detail that is
involved in this matter.

During the last year we have heard much of the weakness
that comes from division of authority; we have heard much of
it in connection with the conduet of the war; il we listen to
the counsel of those who oppose this provision of the bill, in
my judgment we will make the same mistake that has been
made so often and defeat the very purpose we set out to
accomplish.

When the bill was first introduced it earried no provision
fixing a detinite time after the conclusion of the war in which
the railroads were to be returned to their owners. There are
many who still think that no such time should-be fixed in the
law. 1 listened carefully to all the arguments before the com-
mittee on this subject, and T have come to the conclusion that
there should be a limit fixed in the law within which this
property is to be turned hack to its owner.

By taking this course we make it plain to everyone that this
is intended as a war measure.

It is contended that innsmuch as the earriers have been placed
under governmental control that this fact should necessarily be
taken advantage of to settle all questions agitated by the publie
concerning the ownership and control of the railroad systems of
the country. That the theory upon which they have been oper-
ated and controlled should be changed; some assume that the
only remedy is Government ownership, and that now is the time
to put it into effect; others contend that this will not do, but
that we must reverse the policy that we have been following and
institute government control, with all opportunity_ for com-
petition between systems eliminated.

A majority of the Committee on Interstate and Foreign Com-
merce believe that this is a war measure and that it should be
=0 confined in its scope of coperation. They are of ihe opinion
that it is not the proper time for a dispute and that all disagree-
ments, as far as possible, should be eliminated.

They believe that we should all get together and make the
present management a success and thereby aid in carrying on
the war to a successful issue, nnd leave these disputed questions
to be settled after the war has been won. It is argued by some
that under the Constitution we can not hold the roads, under
the authority of the act under which they were taken over, for
an indefinite period after the close of the war.

I shall not undertake to discuss this question or to hazard an
opinion as to its soundness. However, I believe that it will be
coneeded by everyone that the question at least is open to dis-

pute. If this is correct and no definite time is fixed in the bill
for the return of the railroads, does it not follow that as soon
as the war is ended all of the owners who are not satisfied with
conditions will bring suit to recover possession of their property ?

If this should happen, conditions would become unsettled
and the value of railroad stocks and securities would be de-
pressed to such an extent as might lead to a panie. The prin-
cipal argument advanced before the committee for not fixing a
time limit in the bill was that the fixing of such a time would
disturb the security market and work a great hardship on the
people who owned railroad stocks,

I am free to say that I have never been able to appreciate
the force of this argument. To undertake the management with
a fixed program that all can understand to my wmind means
stability, while to begin the management with an uncertain and
indefinite program and to continue control without letting those
interested know what the limit will be means confusion and
difficulty. If the roads are to be returned to their owners. I be-
lieve that Congress should fix a definite time in which that
shonld be done. To do this now at the very beginning of control
will eliminate uncertainty and have tendency to stabilize
securities.

The CHAIRMAN,
expired.

Mr. SNOOK. Mr. Chairman, I will ask the gentieman to
yvield me five minutes more?

Mr. SIMS. I yield five minutes nmiore to the gentleman.

Mr. STEVENSON. Mr. Chairman, will the gentleman yield?

Mr. SNOOK. Yes. ‘

Mr. STEVENSON. T want to ask if on page 12 of the bill
that is not provided for, where the bill provides that they shall
be subject to all laws and liabilities, whether arising under
State or Federal laws?

AMlr. SNOOK. I was just coming to that question; and that Is
o thing that the committee should understand. There was
very grave doubt in the minds of some members of the com-
mittee whether or not the bill as originally drawn protected
the rights of the employees in the event they should receive
an Injury and bring suit against the company. So an amend-
ment was offered to the original draft of the bill, and I do not
have in mind the exact wording, but it was drawn by one
of the best lawyers on the committee, and it now carefully
and thoroughly protects the employees of the railroads in all
the rights they had before the railroads were taken over.

Mr. MASON. May I be permitted to make a suggestion to -
my colleague in regard to the question of the solicitation of
busines=? Every day I have had complaints coming to my
desk from at least one city in the State of Illinois where there
are competing lines from shippers that sinee the Government
has taken over the roads that they are unable fo gel the assist-
ance they formerly had in the matter of routing thelr freight:
in other words, they lack the spirit of sccommodation they
had before. That is one fact I wanted fo lay before the gen-
tleman as a memher of the committece.

Mr. SNOOK. I am glad to have the gentleman bring that
question out, and this should be brought to the attention of the
Director Genernl and the people who have the management of
the rallroads. I believe it is the wish—I know I have talked
with him a little upon the subject—I believe it is the wish of
the Director General and the persons having control of these
railroads to give efficient service.

Now, 1 want to say this in conclusion: I got far away from
what I started out to say, but I want to conclude as I began.
and that is along the line that I have not lost faith yet in the
railroads of Ameriea. It has been said a great many times
in this debate that the railroads have broken down and that is
the reason for this governmental contrel. There are two reasons
to my mind for this governmental control, and it is not a faet
that the railroads of this country have broken down., 1 bellieve
they are the best railroads and the best managed railroads in
the world. I have traveled a little in our country and upon {he
railroads in Euarope, and I want to say to you it seemed to me
like getting back home when I came to America and got on one
of our good, old railroad trains in this country, just like getting
back home. This thought I want to leave vwith the committee;
I do not know what other men may think, but I want to see the
largest ficld left to the American people for human endeavor
that can be left. I do not believe the railroads have broken
down, I believe that the reason for taking over these ralil-
roads was the cause that has been brought to the attention of
Congress very many times, the congestion of freight at the
eastern terminals on account of trying to run all the freight of
this country over certain routes, and the fact that the Govern-
ment was necessarily employing all the capital of this country
in making loans for the conduet of the war =so that the railroad

The time of the gentleman from Ohio has




2362

CONGRESSIONAL RECORD—HOUSE.

-

FEBRUARY 19,

companies could not have an opportunity to float their securities.
[Applausec.”

The CHAIRMAN. The fime of the gentleman has expired.

Mr. SNOOK, Mr. Chairman, I ask permission to revise and
extend my remarks in the Recozrbp. :

The CHAIRMAN. The gentleman asks ungnimous consent
to revise and extend his remarks, Is there objection. [After
a pause.] The Chair hears none.

Mr. ESCH. Mr. Chairman, I yield one hour to the gentle-
man from Michigan [Mr. ForpxEY].

Mr. FORDNEY. Mr. Chairman and gentlemen, I do not like
the proposition of the Government taking over the railroads at
this time; I think it is a mistake. I want to see this bill
amended in some respects, but I will vote for the bill, beeause
I am like the man in the hollow log that had a bear by the
tail, that It was not wise to let go at that time. [Laughter.]
We have taken over the railroads. We are in the midst of a
great war. Consequently we must support the Government in
everything it wants that is necessary to carry on this war sue-
cessfully. I am unalterably opposed to Government ownership
;}f :'uilroads. and the gist of my remarks will be upon that sub-
ect.- ,

THE WORLD'S EXPERIENCE IN GOVERNMENT OWNERSHIP OF RAILROADS.

In an article prepared by Richard Hoadley Tingley, in the
Santa Fe Magazine, he states:

Of the 76 poli make ependen
nations and pc?:!ot:lﬂ} °a’§ﬁ'$32§§2§ tl}agh%o %na. 44“‘31%3}’“:";“ ﬂ»t-t

. clared themselves, as a matter of practical politics, as being in favor
of complete or partial nationalization of their rallways by taking over
and operating some considerable portion of the mileage within their
borders. In the balance, 32, all the railroads are still privately owned.

Conspicuous in this latter class are democratic Governments of
Great Dritain and the United States.

I believe I am eorrect in stating that among the people of the
United States who favor Government ownership of the country’s
raHroads, the socialistic element is strong and predominates.

Martin A, Knapp, chairman of the Interstate Commerce Com-
mission, stated, in 1902:

For the Government of the United States to acguire the 200,000 miles
already -constructed, undertake to conduct their vast operations by
direct ageney, and to extend the service with needful rapidity is a
project of such colossal import as to Incline us to place it quite outside
the range of probability.

Some 10 years later, when the railroad mileage had been
largely increased in the United States, Franklin K. Lane, also
then a member of the Interstate Commerce Commission, said:

No one who has had experience in governmental affairs will be bold
enough to say that the Government of the United States could. now
operate the 250,000 miles of rallways with as much satisfaction to the
people as the railroads themselves are now being administered.

These were men of experience in railrond matters, and state-
ments made by them should command the attention and respect
of thinking men, !

I wish to review, briefly, the history of the government-owner-
ship idea by giving comparisons and statisties in the manage-
ment of the government-owned railroads in the various coun-
tries of the world where the same has been and is being tried.

It is probably not very well known by the general public that
this country has had quite an extended experience in building,
owning, and operating railroads.

During the early days of railroading in the United States
the * sovereign State ™ was considered the only medium strong
enough or sufficiently well qualified to ecope with such large
affnirs. Many of the States entered the railroad field and
many of them experienced quite heavy losses and great burden
by taxation for the maintenance of the roads. However, out
of the many hundreds of miles built and operated in the past
by the various States not a single mile is now so eperated—vith
the exeeption of 32 miles in Texas, used as an adjunct to its
penitentiary system. This of itself would net, as it appears to
me, be a very conclusive argument in favor of Government
ownership of railroads.

Many in public as well as in private life have fixed opinions
as to the wisdom of Government ownership of railroads; many
write upon tlie subject of Government ownership of railroads.

My attention has been ealled to an article written by former
Gov. Stubbs, of Kansas, published in the Saturday Evening Post
of June 6, 1914,

I want to point out certain inaccuracies of the governor’s
statements in that article.

The Governor attempted to justify Government ownership of
raiiroads. He made comparisons and quoted figures in sup-

port of his arguments, many of which were greatly overdrawn
and inaceurdte. Among other things, the Governor made the fol-
lowing statement: :

No rallrcad system once taken over bi the Government has ever been
permanently returned to private ownership.

I wish to show how incorrect the governor was in such a state-
ment. In the past many of the States of this country have
operated railroads that are now being operated by private cor-
porations, and statisties and history show that in,no instance has
State operation been successful. I quote from the Railway
Library and Statistics, and the latest complete railway statistics
are for the year 1916.:

The North Carolina Railroad Company was Incorporated in that State
in 1840, and during the next few years Dullt some 223 miles of line from
Goldsboro to Charlotte. The State owned a large majority of the stock,
built the road and operated it until 1871, when it was leased to the
Richmond & Danville Railroad (now ﬂrt of the Southern Rallway).
The State now derives a earl come. from the stock which ‘t
still ewns In this road. orth olina also bullt and was at one time
sole owner of the Western North Carolina Rallread, 185 miles, from
Ballsh to the Tennessee line. This road was State owned and
operated from 1875 to 1880, when it was sold to a private company
and afterward passed into the hands of the Bouthern Rallway, the
State baﬂn%rnow no interest in the ownership. North Carolina built a
third road, from Goldshoro to the coast, 93 miles. This was called The
Atlantic & North Carolina Rallroad. The State owned (and still owns)
two-thirds of the stock of this company and had absolute control of ita
operation from the time of its completion, about 1856, until 1904, when
a Bs-feo.r lease was entered into with a private company. This lease
shortly afterward became the property of the Norfolk & Sonthern
Railroad, and since has been operated as a part of that system, the
lst.-nta deriving a bhandsome inceme from its stock holdings under the
ease.

North Carolina presents, perhaps, the most striking example of
State ownership and operation that this country affords, both
in length of lines operated and length of time as well. At ons
time the State had more than 500 miles of operation on its hands,
and for nearly half a eentury it operated the 95 miles from
Goldsboro to the Atlantic. Since 1904 it has had no interest
in these operations other than to draw its interest and dividends.
That the experience of this State so far as operation is con-
cerned was unsuccessful nobody attempts to deny. On the other
hand, as a result of the retention of ownership while the lines
are being operated by experienced private eorporations as busi-
ness enterprises, the State is receiving substantial benefit. The
experience of the State of North Carolina in railrond ewnership
is anything but a satisfaction to that State.

And, further, the experience of the State of Missouri in rail-
read ownership and operation is rather a sore spot. Missourians
do not like to have the subject mentioned, According to €. M.
Keys, of the Wall Street Journal, this State had a hand in own-
ing, finaneing, and operating several of its lines—the Hannibal &
St. Joseph, the St. Louis, Iron Mountain, the Caire & Fulton,
and the Pacific Railroad. The resulting net loss was nearly
$25,000,000. High finance in this border State wans well un-
derstood in those early days. Mark Twain was well advised
when he wrote The Gilded Age, and Gov. Stubbs, living so near
Missouri, should have known about it. All these properties are
now prosperous. They form integral parts of big western sys-
tems. Missouri made no mistake in seleeting the lines it wonld
own and operate, but Missouri did demonstrate, at least to its
own satisfaction, that it was unprofitable for a state to become
a railroad promoter. g

Massachusetts tried railroading. To pierce the Berkshire
Mountains with a tunnel was thought to be too expensive a task
for private capital. The building of the Hoosae Tunnel, there-
fore, was undertaken by the State, and it was operated unsuc-
cessfully several years. The property finally passed into the
hands of the Boston & Maine Railroad.

Mr. W. P. Allen, secretary of the American Railway Associa-
tion, is responsible for the statement that the Western & At-
lantie Railroad, 137 miles in length, was constructed and oper-
ated by the State of Georgin and gradually became “a prolilic
source of loss and injury to the commmunity that had supplied
the funds for its construction.” It has been opernted under lease
since 1870 and is now a part of the Nashville, Chattanoogn &
St. Louis Railroad, though still owned by the State.

Further, Mr, Allen said, regarding the State ownership. in
Pennsylvania :

Eighty miles of mi!wafy. extending from Philadelphla to Columbia,

were bullt by the State of Pennsylvania and operated unremuneratively
by its government several years to the disgust of the Peoplo of the State.
The road f{inally was sold to the Pennsylvania Rallroad in 1857, and
forms part of its original main Hne.

Seven million five hundred thousand dollars was paid by the
Pennsylvania Railroad Co. for this line, which is said to have
been at least twice what it was worth, but not more than a
quarter of what it had cost the State. W. B. Wilson, historian
of the Pennsylvania Railway, says, in referring to this line:

The individual transporter who did not dance when the politician in
charge of traffic piped was glacml at a great disadvantage. It became
a potent factor for corruption and reached such an extent that the
transporters who wounld do certain things fer the politicians at elections
would have their tolls rebated to an extent that nearly always reachgd
a refund of the entire amount paid. The State debt grew till bank-
ruptey stared the people in the face,
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It is said that this railroad experience cost the State of Penn-
sylvania upward of $20.000,000.

Other instances of municipal bodies having taken up. builk,
and operated railroads might be cited, as in Cinecinnati, where
the city built and now owns—but has ceased to operate—the
Cincinmti Southern Railroad, 338 miles in length; also, as in
Texas, where a little railway. 82 miles long, was built and is to
this day being operated by the State.  This last example is the
only case in our entire land where the State at present operates
a railroad.

It seemis to me, in the instances just cited, there is but little
to recommend Government ownership.

The Panama Rallroad, 47 miles long, now owned and operated
by the Federal Government, is another instance of Government
ownership. Some ten years ago the United States nequired this
railroad and the steamship company as well, this being necessary
to facilitate the construction of the canal. On the average.
statistics show, it costs the railroads of this country about $7.700
per mile operating cxpenses per year. At Panama, leaving the
steamship company out of the caleulation, it costs rather more
than $50.000 per mile. A freight rate of almost =seven times the
United States average is charged and collected by this road.
This is Government ownership, though.

CANADA.

And quite in line with my argument that the Government can
not operafe railroads in this or any other country in the world
s0 suceessfully or economically as they can be operated by pri-
vate ownership, I want to call attention to the railroads of
Canada as an example, Of the 29,233 miles of railroad in
Canada in 1913 a fraction over G per cent was owned and oper-
ated by the Government—1,768 miles—the larger portion of this
being the Intercolonial Railway, which occupies some of the
best territory in Canada. While the Canadian Pacific, the Grand
Trunk, and the Canadian Northern, all privately owned and
operated roads, have been giving good accounts of themselves,
this property, owned aud operated by the Government, seldom
pays its bare operating costs, the deficit belng met by a general
tax. W. I&. Givens, in Moody's Magazine, says that the trouble
is “because it lives, moves, and has its being as a political
institution.”

A telegram from the American Consul at Ottawa, February 9,
states as follows:

Miles of rallway -operated by Dominion, 4,015;
Sﬂﬁ&d—lm Northern, not yet Government operated,

Late information Is to the effect that the total railway mile-
age in Canada at the close of 1917 was about 48.000, showing a
great increase in mileage constructed in the last four years.

It has been said by advocates of government ownership in
this country that such mismanagement would not happen in our
country.

There is every evidence, as I shall attempt to show, that Gov-
ernment owned and operated railroads in this country would be
the most dangerous political machine ever invented in any
country in the world.

Canada, whose people and their customs and Imhitq and con-
ditions arc quite similar to those of the people of the United
States, has had experience in government ownership of rail-
roads. While the cost of railroad construction in the United
States is considerably less than the cost of construction of pri-
vate-owned roads in Canada, which is shown to be $65,182 per
mile, the cost of construction of Government-owned railroads in
Canada s given as $99,000 per mile. A little later on I will give
a complete history of the financial operations of both private and

sovernment-owned railroads in Canada, but wish, in passing, to

say for every $100 of receipts by the Government-owned railroads
of Canada they paid out $102.13, while the private-owned rail-
roads for every $100 in receipts paid out $73.94, and it must be
remembered this included taxes and interest paid by the private-
owned roads which run into the millions of dollars—=8§3.049.387,
being $97 tax per mile of road owned. The Government-owned
railroads for the year 1915 sustained a loss of $11.000.000, as is
shown by the Bureau of Rallway News and Statistics of Chi-
eago, April 12, 1916, Bulletin No. 99. at the same time paying
no taxes or interest upon the indebtedness of the roads.

Canada’s annoual pay roll to employees is belogv the pay roll
of the employees of the United States.

Before the people of the United States, through thefr rep-
resentatives in Congress, demand Government ownership of the
railroads they should give most careful thought to the success
or Tailure of government-owned roads in other countries where
the system has been tried.

Mr. Givens says on the subject of Government ownership:
“ Each politieal party when out of office charges that iis poor

taken over
9,371; total, 13 386

results are duoe to the use of the railroads for the political pur-
poses of the party in office.” This seems to be true. At any
rate, the deplorable results of Government operation of the
Intercolonial are too well known to require further comment.
This road being of considerable length—about 1.400 miles—and
operating under physical conditions so closely analogous to those
existing in the United States, would seem to furnish all the
object lesson necessary under the circumstances.

FRANCE,

Of all the countries of the world having government owner-
ship of railroads, France shows the most striking example of
failure. Statistics show that of something over 30,000 miles
of railway in France in 1914 only a little over-5.500 miles were
Government” owned and operated, most of this mileage being
the Western Railway of France, which serves the important
western and northern Provinces and seaports and connects them
with Paris. This line was taken over from the private company
in 1908 and shows an increase-in gross receipts, but the operat-
ing expenses and accumulated deficit from operdtion have also
increased at an alarming pace. These statistics relate to a time
prior to the outhreak of the war. Net earnings seem to be on
the toboggan slide, as will be scen from the following table:

Table as shown by French statisties, in milllons of francs.

Gross N
earnings earnings. Deficit.
219.6 7l.6 0.1
219.3 70.0 387
220.6 £7.2 58 4
234, 1 30.2 713
244.3 21.9 8.4
%18 26.1 80. 9

During this period, while the deficit from operation was piling
up, & most deplorable condition existed in the physical operation
of the property; fewer and slower passenger trains, irregular
service, lack of fidelity to schedule, searcity of freight cars. im-
paired roadbed, and other like ailments have affected the prop-
erty ; .n other words, the property has become run down at the
heel. In commenting on the 'Bituatlnn. Puul Leroy Beuulieu au
eminent F'rench economist. said in 1912

Everyone knows the deplorable result of the manage ment of the
company of the West by the State. At the end of three yoni: Govern-

ment ownership appears to be a publle calamity and a iin: :"l disaster.
A greater number of accidents occurred beeaus: of the run-
down eondition of the line than was the case on v ell-equipped

railroads.

The total deficit from the operation of Government-owned rail-
roads in France, from 1908 to 1913, was upward of 70,000,000,
Yetdi; must be remembered this is Govemment ownership of rail-
roa

The population of France for each mile of railroad line in
1913 was 1,241, or more than three times that of the United
States.

In France, in 1912, there were 25,819 miles of railroad. The
average yearly wage per employee was $212.77, or 68 cents per
day, or $4.08 per week of six days. The freight rate charge
averaged 1.37 cents per ton-mile.

It will be remembered that the Government owns a large per-
centage of the railroads in France, and their financial history is
such as would be most discouraging to any nation corltemptming
Government ownership of railroads.

The operating ratio in France between private-owned and
Government-owned railroads is as follows: Private-owned rail-
roads averaged 53.3 per cent, and increased to a maximum of
58.4 per cent in 1912 and 1913 ; while on Government-owned rail-
roads the increase was from 56.4 per cent to 89.4 per cent.

On the Government-owned roads in France there were so many
accidents the staff and the publie became so frightened that the
express trains on the main lines, already the slowest in France,
were decelerated to a timing that had been abandoned as inade-
quate years before. The service in general was poor. While
compensation for accidents under private management amounted
to a loss of from four to five hundred thousand dollars per vear,
under Government ownership in 1913 it amounted to more than
$2,000,000.

The Minister of l’ub!!c Works of France publicly eriticized
the State administration as a “ frightful frand,” and the Senats
passed unanimously a resolution beginning as follows: “ The
deplorable sifuation of the State systemn, the insecurity and
irregularity of its workings,” and so forth. It is most probable
that the French Senate and Minister of Public Works knew what
they were talking about.
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Paul Leroy Benulieu gives the reason for the deplorable situ-
ation as follows: '

In the first place, it is the abuse of formalism and red tape, with all
the delays which follow, and which are directly in conflict with com-
mereial needs ; in the second place, it is lack of stability, the directors
and all of the chiefs of the service change at the will of the ministers,
whilst. in ?rivntc companies the higher personnel is maintained a long
time fulfilling the same functions; next. it is the political influence
which enters into the chelee and advancement of the personnel; it is,
lnstiy, lack of discipiine. which also results from political influence at
WOTrk.

He further states:

As for formalism and red tape, on the eve of the handing over of the
railroads to the State, there were 1,525 employees in the central office.

. Within three years thereafter the number had increased to 2,587. The
gingle service of the nccounting general was increased by T0 persons
directly after the purchase by the State, and this was-due largely to
politieal pressure and Eurtly to excessive red tape. For example, in
the Caen division. in the preparfation eof the pay sheets, which under
private ownership took 9 persons 3 da
under the State administration took 12
72 days' work.
were made all a.ong the line, too uumerous here for me to mention.
Salarled officers, 33 in number under private ownership, 99 persons
under Government ownership. Increased wages to emgloyers, in-
creased number of rmp!n{ees, and Increased freight an ssenger
charges wer= the results of Government ownership of railroads, which
is true all over the world on Government-owned roads.

But this is Government ownership of railroads.

Under private ownership the question of fast trains is one
to which careful eonsideration has been given all over the world.
Great Britain in 1888 had greatly increased the speed of her ex-
press traing, and Ameriea promptly followed with the Empire
State Express and the Atlantie City flyers. The French com-
panies took up the challenge and put on trains from Paris to
Calais and to the Belgian and Spanish frontiers and held their
own with anything operating in England or Amerieca.

I have just shown that under State ownership France reduced
the speed of her passenger trains because of the run-down con-

- dition of the Government-owned roads, there being no money in
France to keep in good condition the roads and equipment. The
only way to obtain money for the same would be by direct taxa-
tion on the people or increased freight and passenger rates. But
this is Government ownership of railroads.

1 wish to give here a comparison of the wages and freight rates
and operating costs of railroads in several of the principal coun-
tries of the world, beginning with the United Kingdom. The
latest reliable statistics in Europe obtainable are for the year
1913, and in fact in some instances prior to that time.

UNITED KINGDOM.

In 1913 the number of miles of railroad in the United Kingdom
was 23,691. The average yearly pay per employee was $36417,
and figured on the basis of 313 working days per year it will be
seen that the wages averaged $1.16 per day, or $6.96 per week of
six days. The freight charge in the United Kingdom was 2.23
cents per ton-mile.

or a total of 27 days’ work
persons six days, or a total of
Proportionate increases in the number of employees

GERMAXNY,

In Germany for the year 1913 the number of miles of railroad
was 30,513, of which 36,538 were State owned. The average
vearly pay was $409 per employee, or $1.30 per day, or $7.80
per week of six days. The freight charge was 1.87 cents per
ton-mile.

The population of Germany in 1913 was 66,716,000. The area
of Germany is 208.780 square miles. The population per square
mile was 520 people, while that of the United States is but 30 |
people. The population of Germany was 1,698 for each mile of
railroad, while that of the United States is but 381.

It will be borne in mind that the freight rates of Germany are
double those of the United States, with a daily wage scale but
one-half that of the United States, and with a population in
Germany per mile of line nearly four times that of the United
States it can readily be seen that if the population of the
United States per mile of railroad line was equal to that of
Germany the freight hauled by our railroads would be equiva-
lent to four times that of the tonnage hauled at present. There-
fore the percentage of cost per ton-mile would undoubtedly be
less than at present.

RUSSIA,

Tussia in 1910 had 41,612 miles of railroad. Her annual pay
roll for employees was $211, or 67 cents per day, or $4.02 per
week of six days. Her freight rate charge was 0.94 cent per
ton-mile,

Russia's population per mile of railroad line in 1913 was 3.380,
vet her freight charge per ton-mile was far in excess of ours.

EWITZERLAKD, »

Switzerland in 1915 had 3.224 miles of rallroad. Her annual
wage per man was $387, or $1.23 per day or $7.38 poer week of
six days. Her freight rate charge was 2.64 cents per ton-mile,
and in spite of this enormous freight rate charge her Govern-

ment owned and operated railroads had a deficit of $2,500,000.

JAPAN.

Japan in 1915, with 5.585 miles, largely narrow-gauge roads,
Government owned but capitalized at $25000 per mile more
than the eapitalization of the railroads of the United States—
$88.104 per mile, as against a liitle less than $63.000 per mile
in this country—has an annual wage scale of $115.16 per year,
or 87 cents per day or $2.22 per week of six days. Her freight
rate is 0.85 cent per ton-mile, or 20 per cent above that of the
Enltei{l States. She has a ferminal charge of 11 cents addi-

onal,

Under private ownership all over the world there is jealousy
and strife for more and better equipment. Governments are
slow to adopt modern methods and equipment. One of the best
proofs of this assertion is shown by the wonderful modern
equipments of the Great Northern, Northern Pacific, and the
St. Paul & Puget Sound Railways, spanning the prairies and
tunneling the Rocky and Cascade Mountains, the last-named
road in the last two years having cquipped 445 miles of their
main lines through Montana and Idaho with eleetricity, the
most modern improvements, finest roadbeds, and most powerful
electrical engines to be found in the world.

I have traveled over these reads many times within the last
few years and twice during the year 1917.

The power with which the monster engines are operated is
taken from the flow of water heretofore gone to waste in these .
great mountain States—a great saving of Tuel to the world, so
badly needed at this time and so strongly recommended by the
Administration for conservation. Competition is the life of
trade.

The improvement and extent of zovernment-owned railroads
throughout the world is moved by political influence largely,
and does not always accommodate the greatest number of the
people., Branch lines are usually built by political influence.

At this point I wish to say railroad construction in many
paris of the country by government ownership, as stated before,
has proven to be nnwise, and I call attention to the Government-
owned-railroad construction of Australia.

It has been stated by eminent authority that railroads in
Australin undoubtedly have been bullt to backward districts .
where private ownership never would have touched, Some 46
miles of branch lines were built in Australia, and a report of
the Victorian State Railways of 1907 states that they were con-
structed at a cost of $1,833,000, and that they were closed to
traffic at various dates between 1898 and 1904, and later aban-
doned altogether, because gross receipts failed to cover operat-
ing expenses. This is government ownership though.

There is a vast difference between the management of rail-
roads by the power of state where a monarchial form of gov-
ernment prevails and that of a country having a republiean
form of government. In a monarchy the heads of government
remain in office quite indefinitely and direct the management of
the state-owned railroads, while in a republic the chiefs may
change as often as the head of the government—and that does
not change often enough to suit some of us. [Laughter.]

For instance, the King of Prussia is really the head of the
railroads, as he is head of the army and navy, and this power
does not change during the life of the King. In such cases
political influence may not be so great as in a country with n
republican form of government.

Lack of discipline in the management of great corporations
such as our railroads is more likely to be found where politieal
influence controls than where private ownership prevails.

THE UNITED STATES.

The railroads of the United States comprise 250,233 miles of
main lines for the year 1916—there were 387,000 miles of rail-
road in the United States, which includes double, treble, and
quadruple tracks, as well as switches. On the 250,233 miles of
main lines there were employed more than one and three-quar-
ter millions of men. The annual pay roll for the year 1916—
that of 1917 being not yet available—to employees averaged
$887.37 per year, or $2.83 per day, or $16.98 per week of six
days. The freight-rate charge was 0.714 of a cent per ton-mile,
In other words. the wage scale is the highest of that paid to
railroad employees of any country in the world and the freight
rate the lowest.

At the same time it must not be forgotten that, in addition to
the cost of operating expenses, our railroads paid heavy taxes;
which is not true of Government-owned roads. The Govern-
ment-owned railroads of all the countries of the world are ex-
empt from taxes, while the taxes pald by the railroads of the
United States, as shown by a report of the Bureaun of Railway
Economics, published in the city of Washington, D. C., Miscel-
laneous Series No. 25, page 17. paid in the year 1914, per mile
operated, $572, or a total of $143,133,276, on 250,233 miles of
line,
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It must be borne in mind that in the statistical abstracts of
the various countries of the world in which are shown the
operating expenses of the Ghvernment-owned roads, this item
of taxes in this country does not enter into the operating costs;
therefore the Government-owned roads have that advantage in
their reports of operating costs over the reports of privately
- owned roads. The comparisons are unfair and unjust to private
ownership unless this item be taken into consideration.

Again, let me say that in Germany, where 95 per cent of all
the railroads are government owned and operated, the wage
seale is but one-half that of the United States and the freight
rate double that paid by shippers of the United States,

The idea of Government ownership eatches many of our peo-
ple; has become a fad. But before being put into operation the
most serious thought should be given to the question.

I make this speech upon Government ownership for the rea-
son that the bill now before the Congress, and especially the one
presented by the Administration, wus sugar-conted from top to
bottom with Government ownership.

It can be shown in every instunce, by comparisons with other
countries, that Government-owned and operated raiiroads have
failed to show good results, and invariably the people have been
called upon, by taxation, to meet deficits in the operation of the
roads, while, on the other hand, freight rates have been greatly
increased over the rates prevailing under private ownership.

Should the railroad property of the United States be taken
over by the Government, it must be remembered that about one-
cighth of all the taxable property of the country will be stricken
from the tax rell, and the people owning the remainder of the
taxable property will pay increased taxes to meet the ordi-
nary running expenses of the municipal. county, State and Na-
tional affairs, and will pay some $20.000.000,000 for railroads as
well. At a time when this Government has gone, and is still
going, into debt to an extent undreamed of heretofore, some
serious thought should be given to this important move, namely,
Governmment ownership of railroads.

The idea of Government ownership of railroads is socialistic
in the extreme; and for 2,000 years the socialistic Ideas through-
out the world have very largely failed.

; BELGIUA,

The Railway Library and Statisties of 1914, page 210, states:

In Belglum, with its 2,684 miles of State-owned and its 2.000 miles
of privately owned lines, the operating ratio of the former was 65 per
cent, while that of fhe latter was 45 per cent. Allowing for interest
on the investment, the deficlt of the State-owned lines, it is cstimated
by E. A. Pratt, would amount to $14,000,000 yearly.

On page 449 of the Railway Library these siatistics are
referred to as being for the last year reported, 1912, and gives
the cost of construction per mile of the Government-owned rail-
roads in Belgium as £192,000. It gives the freight rate per
ton-mile as 1.13 cents. Railway employees reccived in wages
$250.20 per year, or $4.81 per week. The ratio of expenses to
earnings was 6963 per cent, while in Holland the ratio of
expenses, compared with earnings, was 85,33 per eent, hoth of
which are excessively high.

In a recent writing by Col. Ed. F. Browne, entitled * Social-
ism or Empire a Danger,” is found the following language, in
chapter 1, page 7:

'} THE OBJECTHE DESIRED EY THE FOUXNDERS OF THE UNIOX,

Beparation from England, the resnit of unequal and unjust faxation,
business restriction and regulation, and undue investigation of the pri-
vate busincss affairs of citizers,

Instructions of the delegates sent to the Continental Congress all
indicate business unrest.

War declared July 6, 1775, over these Imsiness conditlons.

The business freedom demanded by the Colonies not granted in a
monarchy or empire. *

Refusal of Parliament to consider requests ended in political free-
dom being declared July 4, 1776, one ycar after the war commenced.

An effort made to establish a government giving private incentive
freedom from Government control.

Such, Mr. Browne states, was the intention of our forefathers
who fought and suffered so much privation for thé freedom of
our country. If this be true, those who would have Government
ownership are certainly drifting far afield from the intention of
our forefathers.

That the ownership or operation of railroads by the Govern-
ment would be bad beeause of the politieal influence I believe
is borne out by the facts as they can be presented.

It will be remembered that in general elections the plurality
given to a candidate for President for many years past has
reached from about 7,000 to 500.000 votes, and when it is con-
sidered that Government ownership of railroads, telephones,
telegraphs, and water and other transportation lines will bring
political pressure to bear on practically the entire number of
men on the Government pay roll it is time to stop and think.

Last year the employees, civil service, telephone, telegraph,
railway (both steam and electrie), water transportation, and

express companies, numbered about 3,500,000, Of this number
abont 500,000 were under civil service, 225,000 were employed
by the telephone and telegraph companies, 200,000 by the water-
trar}sportation companies, and 1,950,000 by the railroad com-
panies.

It will-be seen that the majority of these people were employed
by the great corporations of the country that will come un ler
Government control if the people decide upon Government own-
ership or Government control and operation of the railroads.

Does any man doubt, if these employees were under the con-
trol of the Government, that great pressure would be brought
to bear upon the Government officials for increased wages and
fewer hours for a day’s work, and that weak politicians in times
of campaign excitement (as was the case in the reeent past)
would yield to pressure and thus cement together the people
making such demands, in the support of a political party, and
then make the general publie pay the bill, either by direct taxas
tion or increased rates upon the railroads?

No such political power should be granted to any political
party or any set of individuals in a pelitical party.

This is a question of the greatest importance to the people of
this country and one worthy of most careful thought.

The condition of the railroads of this country right now is
critical. The Interstate Commerce Commission has fixed the
maximum rate of freight the railroads may collect. A politieal
party in Congress hns fixed the minimum-wage seale for a cer-
tain elass of railway employees, which has greatly increased
the operating costs of the railroads. The Interstate Commerce
Commission has declined (and stands like a stone wall) to grant
the requests of the railroads for increased freight rates sufficient
to meei the increased outlay of the companies. And the result
is that more miles of railway are in the hands of receivers
than ever before, and others are on the brink of bankruptcy.
They have no money with which to add necessary improvements
of rolling stock or terminals, and the result is, as is now well
known, that the railroads at the present time are unable to
handle the business offered. To me it appears that the Interstate
Commerce Commission and the Congress of the United States
for the past ten years have not dealt fairly with capital in-
vested in the railroads of our country, and some relief must he
given or railroad securities will go to the * dum dum bowwows."”

At the close of the calendar year 1917, as shown by the Rail-
way Age of January 4, 1918, there were in the hands of receivers
17,773 miles of main-line railroads, a fraction over 7 por cent of
the total mileage of the United States, which is an exceptionally

“| high percentage of the total, financially embarrassed. To this

must be added the Denver & Rio Grande Railroad, which road
went into receiver’'s hands January 26—2.580 miles, or a total
of 20,353 miles. The estimated value of these roads is shown by
the Railway Library to be about $60,000 per inile, or more than
a total of $1,221,000.000,

This is conclusive evidence that at this time the laws of the
country are not aiding the railroads but are detrimental to their
success. :

In fact in this very bill is contemplated an appropriation by
the Government of the United States of $500.000,000, undoubtedly
to be followed by greatly inereased appropriations, for the pur-
pose of adding to the railroads needed rolling stock, terminals,
and all kinds of equipment and improvements to properly handle
the business of the country. And at the same time there is pend-
ing before this House another bill authorizing the appropriation
of $500,000,000 and the creation of a corporation, the purpose of
which and the use of which money by that corporation is chiefly
to loan money to the railroads of the country that are unable
to borrow money from the banks and trust companies, becanse of
the faet that railroad securities are not desirable in the moncy
markets, -

In railroad legislation in the past 10 years the pendulum has
swung too far against the railroads, and must swing back or
bankruptey must follow and the general publie pay the bill.

Control of business by Government is soeialistic agitation
or executive ambition, Careless legisiation has already given
greater executive control than has been intended.

The greatest danger to a Republic is hasty, hysterical aciion
on the part of the peopld, and especially on the part of Cun-
gress. Fraunklin said: :

Should we give cxecutive power to the President that we would fear
in others’ hands?

Control of our great indusiries makes our executive depart-
ment altogether too dominant a power, and threatens the very
foundation of our good Government. This Government-control
hysteria has gone <o far to the extreme that there is a bill now
pending before the House of Representatives for the taking over
of th2 sireet railways of this city. Who would dream of such
extravagant notions ! .
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While it is claimed that the railroads of Germany come nearer
being a success in the hands of the Government than do the rail-
roads of any other country in the world Government controlled
and operated, it must be conceded that in the cost of operation
on these roads no taxes are paid to local, State, or General Gov-
ernment. The Government of Germany operates her railroads in
a different manner, in some rspects, to that of any other Gov-
ernment of the world. For instance, the German railroads are
used as a tariff wall. A cheaper freight rate is given on goods
manufactured for export, shipped from an interior town in Ger-
many to a seaport, than is given on the same goods between the
two points of shipments which are to be consumed in Germany,
thus encouraging exports in both manufactured and agricul-
tural products. While, on the other hand, practically a double
freight rate is charged from a seaport town in Germany to a
point interior on imported goods as ngainst domestic goods
shipped between the same two points. This, together with Ger-
many’s tariff laws, operates as a very high protective tariff.

AUSTRIA.

Austria in 1913 had 14,185 miles of railroad. Her annual wage
seale was $322, or $1.03 per day. or $6.18 per week of six days.
Her annual deficit on Government-owned roads was about
$25,000,000. )

In a historieal sketch of Government ownership of railroads
in foreign countries, by W. M. Ackworth, published at Washing-
ton, D. C,; in May, 1917, on page 17, this statement will be found:

They are all alike in the fact that political, and especially military,
reasons compelled the Htate to make ral!wn{a which private enter?rise
was not prepared to undertake. They are alike, too, in the fact that the
tendency has swayed beck and forth as between State and private owner-
ship. ustria at one time sold to private companies a number of rail-
ways that had been built by the State. Nowadays, having bought most
of them back again, it owns 80 per cent of the total. One incident of
the transfer deserves to be related. The Kaiser Ferdinand Nordbahn was
an old and very ricl: company. Its dividends for the previous five years
had averaged over 12 per cent. It was taken over in 1906, In 1910
the president of the Austrian Chamber of Deputies described the result
as follows: “ We have always been in favor of the State taking over
the railways, but if we had been able to foresee the resuolts of the man-
agement I assure you we would have hesitated a little longer. We are
gtill in favor of the principle, but it does seem to us that our Govern-
ment has performed o remarkable feat when it has succeeded in creating
a deficit on the Northern Railway. The Government have enlisted an
army of new employees; they have gone much too far in the matter of
reduction of hours of labor; instead of commercial management they
have appointed lawyers to posts that require business men or experts;
they have established an entirely unpracticable bureaucracy. At the
present moment we are face to face with a deficit of $25.000.000. There
would be nb deficit at all if the return from our railways were that
which it ought to be. I regret that absolute imbecility has characterized
the taking over of our service.”

This statement was made by high authority in Austria and
ought to have some weight in the argnment against Government
ownership of railroads. But this is Government ownership.

STATE OWNERSHIP FAILED IN SOUTH AMERICA.

After a record of deficits, politics, inefficiency, bad service,
and bad management, most of the lines in Brazil, Chile, Peru,
and Argentina have been leased to private companies. All the
larger Republies of South America at some time have tried
Government ownership of railways. Most of them have aban-
doned the policy as an absolute failure.

The private-owned roads of South America for every $100 of
gross receipts have spent from $31 to as high as $68, while the
Government-owned roads for every $100 of gross receipts have
spent from $121 to §164. This contrast between the cost of
operation of private-owned and Government-owned roads in
these southern Republics is exceedingly striking, and should be
taken as an evidence of the inability of a government, because
of the political influence, to successfully operate railreads.

Nearly every country in the world within the last decade has
materially increased the freight rates on its railroads, and
especially on government-owned roads, while the Government
of the United States, through the control of the Interstate Com-
merce Commission over rate fixing in this country, has per-
mitted the railroads to make little or no advance in their freight
and passenger rates, though the cost of operating expenses,
chiefly due to increased wages to their employees, has greatly
increased. The result is that the railreads of the United States,
because of adverse railroad legislation by our Federal Govern-
ment, are run down and do not have sufficient equipment, freight
cars, and locomotives to handle the business of the country.

I could give in fetail the cost of operation and the total re-
ceipts of practically every country in the world, and it would
show greater cost in operation on government-owned roads than
on private-owned roads. This might add to the information

already given, but the time granted me for this speech will not
permit. I wish, however, to say that I have been unable to find,

1 after long and diligent search, a single instance of railroad,

government owned, controlled, and operated, that equaled, in
efficiency and economy and the service rendered, that of private-
owned railroads.

The Civil War was one of the most terrible of all wars in the
history of the world.

When it occurred there were 36,000 miles of railroad in this
country. Our Government, during its four years' duration, took
control of 2,100 miles, about 6 per cent of the total mileage.

We declared war on Germany in April, 1917, and no railroad
in the United States as yet has declined to comply with any or
all requests or orders of the Government. Yet in less than nine
months’ time our Government has taken over all the railroads.

Several questions are involved :

First. What is its significance?

Second. What will be the effect financially?

Third. What will be the effect on eflficiency of transportation?

Fourth. What will it cost the taxpayers?

Fifth. What will it cost the people to let go?

That the railroads have not been overly prosperous for the past
three years is shown by their net receipts during that time,
which were as follows.

Net earnings on investments :

Per cent.

1915 4.09
1916___ 5. 80
1917 : 5. 72
Average e 5. 20

Not a high rate of income on invested eapital.
high to attract money.

Where is all this money coming from that is being called for
by the Government for all these enterprises? There was $50,-
000,000 asked for the other day for building houses in shipyards;
another. of $100,000,000, asked for some other purpose. When
thinking this over, there occurred to me one of the finest illus-
trations in the world as to where this money is coming from. Tt
reminds me of an old darkey that was sick and about to die,
who sent for his minister to write his will. He said to the
minister, “ Put down 5250 for my beloved danghter.” And the
minister wrote it down. * Now, put down $350 for the chureh.”
The minister said to the family, “Ain’t it wonderful how this
man retains his consciousness to de last?” Tle then turned to
the minister and said, “ Now, put down $1.000 for my good wife.
I came mighty near forgetting dat woman.,” The minister said,
“ Look here, Brudder Jones, where is all this money coming
from?"” * Dat is none of your business where it's coming from.
Put down what I tells you and den let 'em find it.” [Laughter.]

The Government is going to find its money somewhere, and
the people will pay the bill. !

The CHAIRMAN. The time of the gentleman has expired.

Mr. FORDNEY. I would thank the gentleman if hie wounld
yield me 10 minutes more. I do not like to keep you so late, but
I have a little more to say that is important, and I will conclude
in half that time if I can. :

Mr. ESCH. I yield to the gentleman 10 minutes.

Mr. FORDNEY. 1 thank the gentleman, and I will try to
conclude in less time than 10 minutes.

And in closing I want to say, gentlemen, that our Secretary
of the Treasury, a gentleman for whom I have the highest
esteem, has now had imposed upon him not only the duties of
the Secretary of the Treasury, but he is chairman of the Fed-
eral Reserve Board. It seems to me that there is sufficient
responsibility there to employ one man’s entire time. Again,
he is made Director General of the railroads of the country;
and.-again, he is to be made chairman of this great corporation
which is to loan not only to the railroads but to all the indus-
tries of this country money that under existing law the Federal
reserve banks now can not loan, not having authority of law.
I presume I will vote for all those bills, but I fear the responsi-
bility placed upon the Secretary of the Treasury by being nt the
head of thio=e four great institutions to handle the governmental
affairs of this country will result in one of two things—either
an overworked Secretary of the Treasury or omission of duty.

And I will say, gentlemen, there must be some end to all this
expenditure of money by this great Government. And we
should hesitate when we are revolving in our minds the ques-
tion of taking over the railroads of this country to be Govern-
ment owned and Government operated. No such responsibility
has ever been placed upon any people on the face of the earth;
and in every instance—and I defy successful contradiction—
where State or Government owned or controlled railroads have
been tried it has proven a failure and will prove a fallure here,
if tried, by the Government of the United States, )

I thank you, gentlemen. [Applause.]

Not sufficiently
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Mr. SIMS.
rise.

The motion was agreed to. =

The committee accordingly rose; and Mr. Jouxsow of Ken-
tucky having assumed the chair as Speaker pro tempore, Mr.
Ramxey, Chalrman of the Committee of the Whole House on the
state of the Union, reported that that committee had had under
consideration the bill (H. R. 9685) to provide for the opera-
tion of transportation systems while under Federal control,
Tor just compensation of their owners, and for other purposes,
and had come fo no resolution thereon,

RELIEF OF MAIL CONTRACTOR,
Mr. BORLAND. Mr. Speaker, I ask unanimous consent for
the present consideration of the bill 8. 3689,

The SPEAKER pro tempore The gentleman from Missouri
asks unanimous consent for the present consideration of the

Mr, Chairman, T move that the committee do now

bill 8. 3689, Is there objection?
Mr. SIMS. Mr., Speaker, I move that the House do now
adjourn,

Mr. RAINEY. Will the gentleman withhold that?
Mr. SIMS. Yes.

LEAVE TO ADDRESS THE HOUSE,

Mr. RAINEY. Mr. Speaker, I ask unanimous consent that
on Monday next, immediately after the reading of the Journal
and disposition of matters on the Speaker’s table, I be per-
mitted to address the House for 80 minutes en the subject of
the fuel-conservation order.

The SPEAKER pro tempore. The gentleman from Illinois
asks unanimous consent that on next Monday, immediately
after the reading of the Journal and disposition of business un
the Speaker's table, he be permitted to address the Hounse for
30 minutes. Is theré objection?

Mr. ESCH. This may not be eoncluded by Saturday night.

Mr. RAINEY. In that event, at the conclusion of the bill,

Mr. ESCH. I have no objection to that,

The SPEAKER pro tempore. Is there objectlon?
pause.] The Chair hears none.

CHOCTAW IXDIANS OF MISSIESIPPL

Mr. VENABLE. Mr. Speaker, T ask unanimous consent that
the bill H. R. 9961, which was referred through an error to the
Committee on .\ppropriatioms be rereferred to the Committee
on Indian Affairs.

The SPEAKER pro tempore. The gentleman from Mississippi
asks unanimous consent that the bill H. 1. 9961 be rereferred
to the Committee on Indian Affairs. The clerk at the Speaker's
table says that reference was made by mistake. Is there objec-

[After a

tion?

There was no objection.

Mr. SIMS. Mr. Speaker, I feel that I will have to move to
adjonrn.

RELIEF OF MAIL CONTRACTOR.

Mr. BORLAND. Mr. Speaker, I ask unanimous consent for
the immediate consideration of the bill 8. 3689,

Mr. SLAYDEN. How much time is it going to take?

Mr. BORLAND. Tt ought not to take any time at all.

Mr. SLAYDEN. What is it?

Mr, BORLAND, It is a Senate bill. by which the Postmaster
General wants to adjust a mail contract. It has passed the
Senate and has been before the House commitee and was favor-
aby reported back. and the chairman of the commitiee, the gen-
tleman from Tennessee [Mr. Moox] has tried to get it up several
times, :

Mr. FORDNEY. I trust the gentleman will not offer that,
as I will be obliged to object.

Mr. BORLAND. VYery well. T will swithdraw it.
: ADJOURNMENT.
Ay, SIMS. Mr. Speaker, I move that the House do now ad-
Journ.

The motion was agreed to: accordingly (at 6 o’clock and 5§
minutes p. m.) the Hounse wjoumetl until to-morrow, Wednes-
day, February 20, 1918, at 12 o’clock noon.

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of Rule XXIV, a letter from the Seerelary of
the Treasury. transmitting a report showing the number of
docnments received and distributed by the Treasury Department
during the calendar year ended December 31, 1017 {H. Doe. No.
952), was taken from the Speaker’s table, referred to the Com-
mittee on Expenditures in the Treasury Department, and ordered
to be printed.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS,

Under clause 2 of Rule XIII, bills and resolutions were sev-
erally reported from committees. delivered to the Clerk, and
referred to the several ealendars therein named, as follows:

AMr. DENT, from the Committee on Military Affairs, to which
was referred the bill (H. R. 9898) to establish in the Coast
Artillery Corps of the Regular Army an Army mine-planter serv-
ice, reported the same without amendment. accompanied by a
report (No. 322), which said bill and report were referred to the
Committee of the Whole House on the state of the Union.

Mr, ANTHONY, from the Committee on Military Affairs, to
which was referred the bill (H. R. 8902) to amend section 8 of
an act entitled “An act to authorize the President to Increase
temporarily the Military Establishment of the United States,”
approved May 18, 1917, reported the same without.amendment,
accompanied by a report (No. 323). which said bill and report
were referred to the Committee of the Whole House on the state
of the Union.

Mr. QUIN, from the Commiitee on Military Affairs, to which
was referred the bill (H. R, 9903) to provide for restoration to
their former grades of enlisted men discharged to accept c¢om-
missions, and for other purposes, reported the same without
amendment. accompanied by a report (No. 324), which said bill
and report were referred to the Committee of the Whole House
on the state of the Union.

RFI’ORTS OF COMMITTEES ON PRIVATE BILLS AND
RESOLUTIONS,

Under clause 2 of Rule XIII privnte bills and resolutions were
severally reported from committees, deliveredl to the Clerk. and
referred to the Committee of the Whole House. as Tollows ;.

Mr. CALDWELL, from the Committee on Military Affairs, to
which was referred the bill (H R. 1873) for the relief of Thomas
Campbell, reported the same with amendment, accompunied by
a report (No. 320), which sald bill and report were referred to
the Private Calendar.

Mr. SHERWOOD. from the Committee on Invallldl Pensions,
to which was referred the bill (H. R. 10027) granting pensions
and increase of pensions to certain soldiers and sailors of the
Civil War and certain widows and dependent children of sol-
diers and sailors of said war. reported the same without amend-
ment, accompanied by a report (No 321). whieh said .bill and
report were referred to the Private Calendar. :

CHANGE OF REFERENCE.

Under clause 2 of Rule XXII, committees were discharged
from the consideration of the following bills, which were re-
ferred as follows:

A bill (H. R. 8953) granting a pension to John C. Thompson;
Committee on Invalid Pensions discharged. and referred to the
Commiitee on Pensions.

A bill (H. R. 8019) granting a pension to Christ Clausen : Com-
mittee on Invalid Pensions discharged, and referred to the
Committee on Pensions,

—

PUBLIC BILLS, RESOLUTIONE, AND MEMORIALS,

Under clause 3 of Rule XXII, bills, resolutions. and memorials
were introduced and severally referred as follows:

By. Mr. COOPER of Ohio: A bill (H. R. 10021) granting the
consent of Congress to the county commissioners of Trumbull
County, Ohio. to construct, operate, and maintain a bridge and
approaches thereto across the Mahoning River in the Stute of
Ohio; to the Committee on Interstate and Foreign Commerce.

By Mr. CLARK of Florida: A bill (E. R. 10022) authorizing
the Secretary of the Treasury to purchase the site and bullding
now under construction thereon, known as the Arlington Hutel
property ; to the Committee on Publie Buildings and Grounds.

By Mr. DAVIDSON: A bill (H. R. 10023) providing for the
sale and disposal of publie lands within the area heretofore sur-
veyed as Tenderfoot Lake. State of Wisconsin; to the Com-
mittee on the Public Lands,

By Mr. DENTON : A bill (I R. 10024) to authorize the coin-
age of 2-cent pieces, and for other purposes; to the Commiitee on
Coinage, Weights, and Measures.

By Mr. VOLSTEAD: A bill (H. R. 10025) to declare certain
alien children naturalized eitizens of the United States; to the
Commirtee on Immigration and Naturalization.

Also, a bill (H. R. 10026) to amend section 858 of the Revised
Statutes of the United States; to the Committee on the Judiciary.

By Mr. SHERWOOD : A bill (H. R. 1007) granting pensions
and increase of pensions to certain soldiers and sailors of (he
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Civil War and certain widows and dependent children of soldiers
and sailors of said war ; to the Committee of the Whole House.

By Mr. CHARLES B. SMITH : A bill (H. R. 10028) providing
for the registration of designs; to the Committee on Patents.

By Mr. MILLER of Washington: A bill (H. R. 10029) au-
thorizing the Indian tribes and individual Indians, or any of
them, residing in the State of Washington and west of the sum-
+ mit of the Cascade Mountains, to submit to the Court of Claims

certain claims growing out of treaties and otherwise; to the
Committee on Indian Affairs.

By Mr. SLAYDEN : Joint resolution (H. J. Res. 248) authoriz-
ing the readmission to the United States of certain aliens who
have been conscripted or have volunteered for service with the

. military forces of the United States or allied forces; to the Com-
mittee on Immigration and Naturalization,

By Mr. SHALLENBERGER : Joint resolution (H. J. Res. 249)
for the appointment of three members of the Board of Managers
of the National Home for Disabled Volunteer Soldiers; to the
Committee on Military Affairs.

By Mr. HICKS : Resolution (H. Res, 253) for the procurement
of a service flag to designate the Members of the House enlisted
in the armed forces of the United States; to the Committee on
Accounts.

PRIVATE BILLS AND RESOLUTIONS.

Under clause 1 of Rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr. BLAND: A bill (H. R. 10030) granting an increase
of pension to Samuel J. Vaughn; to the Committee on Invalid
Pensions.

Also, a bill (H. R. 10031) granting an increase of pension to
E. L. Gilley ; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10032) granting an increase of pension to
Eplhiraim Whitson ; to the Committee on Invalid Pensiong.

Also, o bill (H. R. 10033) granting a pension to Sophena 8.
Bohley ; to the Committee on Invalid Pensions.

Also, n bill (H. R. 10034) granting a pension to Miner Iow-
ard ; to the Committee on Pensions.

Also, a bill (H. RR. 10035) granting a pension to Allen Wright;
to the Committee on Invalid Pensions,

Algo, o bill (H. R. 10086) for the relief of the heirs, assigas,
and legal representatives of William Watson ; to the Committec
on Claims.

By Mr. COPLEY: A bill (H. R. 10037) granting an increase
of pension to Anthony O'Grady; to the Committee on Invalid
Pensions.

By Mr. DECEER: A bill (H. RR. 10038) granting an increase
of pension to Augustus McClaflin; to the Committee on Invalid
Pensions,

Also, a bill (H. R. 10039) granting an increase of pension to
James M. Wilson, 2d; to the Committee on Invalid Pensions.

By Mr. ELLIOTT : A bill (H. R. 10040) granting w.n increase
of pension to David W. Berry; to the Committee on Invalid
Pensions.

By Mr. FOCHT: A bill (H. . 10041) granting a pension to
Alice Hamilton ; to the Committee on Invalid Pensions.

By Mr. HAMILTON of New York: A bill (H. R. 10042)
granting an increase of pension to James Staplefon; to the
Committee on Pensions,

By Mr. JOHNSON of Washington: A bill (H. R. 10043)
granting a pension to John Gibbons; to the Committee on
Invalid Pensions.

By Mr. KEARNS: A bill (H. R. 10044) for the relief of
Alice Linn Edwards; to the Committee on Claims.

By Mr. KRAUS: A bill (H. R. 10045) granting a pension
to Jonas DBolen, alias James Bolen; to the Committee on Pen-
sions,

By Mr. McCLINTIC: A bill (H. R. 10046) granting an in-
crease of pension to Willinm Tomlinson; to the Commitiee on
Invalid Pensions.

DBy Mr. NEELY : A bill (H. R. 10047) granting an increase of
pension to Willinm Tomlinson; to the Committee on Invalid
Pensions.

By Mr. NOLAN: A bill (H. R. 10048) granting a pension to
John Haight; to the Committee on Invalid Pensions.

By AMr. REED: A bill (H. R. 10049) granting a pension to
Earl W. Newlon ; to the Committee on Pensions.

Also, a bill (H, R, 10050) granting a pension to Arzanna
Nesbitt ; to the Committee on Invalid Pensions.

By Mr. SLEMP: A bill (H. R. 10051) granting a pension to
Harry L. Frizzell; to the Committee on Pensions.

Also, a bill (H. R. 10052) granting a pension to William O."

Peck ;- to the Committee on Pensions,

By Mr. SNYDER: A bill (H. R. 10053) granting an increase
of pension to William J, McCabe; to the Committee on Pen-
sions.

By Mr. STEPHENS of Nebraska: A bill (H. R. 10054) grant-
ing an increase of pension to George W. Strayer; to the “Com-
mittee on Pensions.

By Mr. STROXG: A bill (H. R. 10055) granting an incrense
of pension to Thomas J. Morris; to the Committee on Invalid
Pensions. ‘

By Mr. TEMPLE: A bill (H. IR. 10056) granting an incrense
of pension to Henry F. Sager; to the Committee on Invalid
Pensions,

By Mr. TEMPLETON: A bill (H. R. 10057) granting an in-
crease of pension to Stephen H. Leonard; to the Committee on
Invalid Peunsions.

By Mr. TILLMAN: A bill (H. R. 10058) granting an in-
crease of pension to Nelson J, Rice; to the Committee on Invalid
Pensions,

Also, a bill (H. R. 10059) granting a pension to Missouri
Ruth Justice; to the Committee on Invalid Pensions,

By Mr. VOIGT : A bill (H. R. 10060) granting an increase of
pension to Albert Wentink; to the Committee on Invalid Pen-

.| sions,

By Mr. VOLSTEAD: A bill (H. R. 10061) granting an in-
crease of pension to Bennett M. Tracy; to the Committee on
Invalid Pensions.

Also, a bill (H. R. 10062) granting a pension to John F.
‘\Iossbelg, to the Committee on Pensions,

PETITIONS, ETC.

Under clanse 1 of Rule XXII, petitions and papers were laid
on the Clerk's desk and referred as follows:

By the SPEAKER (by request) : Memorial of the United Mine
Workers of America, indorsing Senate bill 2854 ; to the Commit-
tee on Immigration and Naturalization.

Also (by request), memorial of the various organizations of
railroad employees, asking Congress not to fix a certain time
when the railroads of the country shall be turned back to their’
owners ; to the Committee on Interstate and Foreign Commerce.

Also (by request), resolution of the Farmers' Cooperative
Grain Dealers’ Association of Iowa, asking that the Interstate
Commerce Commission be allowed to retain its powers in rate
hearings and regulations, and asking that definite dividends he
not assured the stockholders of the railroads; to the Committee
on Interstate and Foreign Commerce.

Also (by reguest), memorial of the West Side Protestant
Churches, Waterloo, Iowa, favoring an amendment to the Con-
stitution prohibiting polygamy and polygamous cohabitation; to
the Committee on the Judiciary.

Also (by request), petition of Mr. and Mrs. L. D. Fulkerson
and 26 other citizens of Defiance, Mo., urging the repeal of the
zone system for second-class postage; to the Committee on
Ways and Means.

By Mr. BLAND : Evidence in the case of Mrs. Mary A, Bechtel,
cuardian of Sohpena S. Bohley, child of William Bohley ; to the
Committee on Invalid Pensions.

Also, evidence in the case of Allen Wright; to the Committee
on Invalid Pensions.

Also, evidence in the ease of E. L. Gilley ; to the Committee on
Invalid Pensions.

Also, evidence in the ease of Ephraim Whitson; to the Com-
mittee on Invalid Pensions.

Also, evidence in the case of Samuel J. Vaughn; to the Com-
mittee on Invalid Pensions.

Also, evidence in the case of Miner Howard; to the Committee
on Pensions.

By Mr. FULLER of Illinois: Petitions of tlic Thursday Club
of Bowie, Tex.; the Fortnightly Club of Sharon, Mass.; the
Community Association of Crawfordsville, Ind.; the Woman's
" ‘issionary Society of the United Presbyterian Church of Fort
Morgan, Colo.; the Century Club of Wichitn Falls, Tex.; the
Romeo Monday Club, of Romeo, Mich. ; the Minneapolis Branel,
Woman's Foreign Missionary Society of the Methodist Episco-
pal Church; the Sorosis Club of St. Peter, Minn.; the Business
Men's League of Hot Springs, Ark.; the Current Events Clul
(federated), of Madison, Ind.; the Corning Clionian Circle, of
Corning, N. Y., the Woman’s Club of Racine, Wis.; the Woman's
Club of Beaver Dam, Wis, ; the Penelopean Club, Cadillae, Mich. ;
and the Lakeside Club, of Manistee, Mich., protesting against
the postal increase on periodicals, as contained in the war-reve-
nue act, and demanding the repeal of such increasced rates; to
the Committee on Ways and Means.
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By Mr. HILLTARD: Memorial of the Pueblo Trades and
Labor Assembly, indorsing House bill 1654, granting an increase
of pay to post-office clerks and letter carriers: to the Committee
on the Post Office and Post Roads.

By Mr. JAMES : Resolutions of the Croatians and Slovenians
of the copper country, Michigan, at a mass meeting held at Calu-
met, Mich., urging a Slovenian republic; to the Committee on
Foreign Affairs.

By Mr. MILLER of Minnesota: Resolution of a meeting held
at International Falls, Minn,, expressing their adherence to the
letter and spirit of the fuel order and suggesting that enemy
aliens be required to cut wood on days when industries are idle;
to the Committee nn Agriculture.

Also, memorial of the Bohemian National Alliance, urging the
formation of a Czecho-Slovak state; to the Committee on For-
eign Affairs,

By Mr. MOORE of Pennsylvania: Resolution of the city com-
mission of St. Augustine, Fla., urging Government improvement
of the Florida Coast Line Canal; to the Committee on Rivers
and Harbors. -

By Mr. TEMPLE: Papers to accompany House bill 9891; to
the Committee on Invalid Pensions.

By Mr. YOUNG of North Dakota: Petition of David A, Fair-
weather and 37 other rural mail earriers, of North Dakota,
asking for increase in compensation; to the Committee on the
Post Office and Post Roads.

SENATE.
WebNESDAY, February 20, 1918.

The Chaplain, Rev. Forrest J. Prettyman, D. D., offered the
following prayer:

Almighty God, we lift our hearts to Thee for Divine inspira-
tion. Fit us for the duties of this day. We would wait before
Thee as those who look for the larger life and know that in
the unfolding of Thy plans there is a Divine purpose in all
the movements of this mighty Nation. Fit us for the issues and
for the final result and for the glory of the purpose that Thou
hast in us. For Christ's sake. Amen.

The Journal of yesterday's proceedings was read and approved.

ESTIMATES OF APPROPRIATION,

The VICE PRESIDENT laid before the Senate a communi-
cation from the Secretary of the Treasury, transmitting a letter
from the Acting Secretary of War submitting a supplemental
estimate of appropriation of $2,500,000 required by the Quar-
termaster Corps for mileage to officers and contract surgeons,
ete. (8. Doe. No. 176), which, with the accompanying papers,
was referred to the Committee on Appropriations and ordered
to be printed.

He also laid before the Senate a communication from the
Secretary of the Treasury, transmitting a supplemental estimate
of appropriation in the amount of $400 for an additional clerk
of class 1 (8. Doc. No. 175), which was referred to the Com-
mittee on Appropriations and ordered to be printed,

PETITIONS AND MEMORIALS.

Mr. JONES of Washington. Mr. President, I have a resolu-
tion adopted by the City Council of Tacoma, Wash., relating
to water-power matters. I shall not have the resolution read
and printed in the Recorb, but it asks that in any water-power
legislation that Congress may pass authority shall be given to
the several States and legal subdivisions thereof to condemn
the rights of any licensees, and also-ecalls attention to the
fact that under our law municipalities are permitted to and do
reguiate the rights of public-service corporations, and asks
that they be not interfered with.

I also find that the City Council of Seattle have passed a
similar resolution.

I move that the resolution be referred to the Committee on
Commerce.

The motion was agreed to.

Mr. JONES of Washington presented a memorial of the
Woman’s Home Missionary Society of the Methodist Episcopal
Church of Seattle, Wash., remonstrating against the enactment
of legislation providing for the running of railroad tracks
directly opposite the Lucy Webb Hayes National Training
School and the Sibley Memorial Hospital in the city of Wash-
ington, D. C., which was referred to the Committee on the Dis-
triet of Columbia.

Mr. GRONNA presented a memorial of the North Dakota
State Dairymen’s Association, remonstrating against the enact-
ment of legislation favoring oleomargarine and discriminating
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against butter and other dairy products, which was referred to
the Committee on Agriculture and Forestry.

He also presented a petition of the Art Club of Minotf, N. Dak.,
praying for the repeal of the advanced second-class postage rates,
mﬁ:{; was referred to the Committee on Post Offices and Post

He also presented a petition of the North Dakota Implement
Dealers’ Association, of Hope, N. Dak., praying for the submis-
sion of a Federal suffrage amendment to the legislatures of the
several States, which was ordered to lie on the fable.

Mr. ROBINSON presented a petition of sundry citizens of
Yellville, Ark., praying for the repeal of the existing rates of
postage on second-class mail matter, which was referred to the
Committee on Post Offices and Post Roads.

- Mr. GALLINGER presented a memorial of the Central Labor
Union of Portsmouth, N. H., remonstrating against the adop-
tion of the so-called Borland minimum eight-hour provision,
which was ordered to lie on the table.

He also presented a petition of the Medical Society of Dover,
N. H,, praying that advanced rank be given officers in the
Medical Corps of the Army, which was referred t6 the Committee
on Military Affairs.

Mr. PHELAN presented a petition of Ebell Society, of Santa
Ana Valley, Cal., praying for the submission of a Federal suf-
frage amendment to the legislatures of the several States, which
was ordered to lie on the table.

WOMAN SUFFRAGE.

Mr. SHAFROTH. Mr. President, I desire to have the Secre-
tary read-at the desk a telegram from the governor of the
State of Colorado.

The VICE PRESIDENT. Is there any objection? The Chair
hears none, and the Secretary will read.

The Secretary read as follows: -

Dexver, Coro., February 16, 1918,
Hon. JoaN F. SBHAFROTH

2
Senate, Washington, D. C.: :
Woman slul'tm%e has been very beneficial to the State of Colorado and
its citizenship. think it a just and wigse movement to extend the right
of suffrage to the women of the Nation. 3
JuLivs C. GUNTER,
Governor of Colorado,

Mr. SHAFROTH. Mr. President, T want to say in confirma-

tion of the declarations contained in that telegram that I have-

examined as to the views of every governor of the State of Colo-
rado and find that every one of them has given testimony to the
beneficial effect of woman suffrage in that State.

I wish to call attention to a few sentences that were uttered
by one of the governors who with prophetic vision 48 years ago
voiced what would be the result of this movement. I read from
the Rocky Mountain Herald of January 19, 1870. It says:

Gov, BEdward Moody MecCook, of the * fighting McCooks,” as they
were known in the Civil War, recommended woman suffrage in his mes-
sa to the Territorial legislature of Colorado, delivered Lefore the
Joint ion of the ¢ il (lerritorial senate) and house January 4,
1870, in which he said:

“ Before dismissing the subject of franchise I desire to call your
attention to one question connected with it, which you may deem of
sufficient importance to demand some consideration at your hands before
the close of the session. Our higher civilization has recognized woman's
equality with man in all other respects save one, suffrage. It has been
said that no great reform was ever made without pnss[nf through three
stages—ridicule, argument, and adoption. It rests with you to say
whether Colorado will accept this reform in its first stage, as our sister
Territory of Wyoming has done, or in the last; whether she shall he a
leader in the movement or a follower, for the logic of a progressive
civilization leads to the inevitable result of universal suffrage.”

Mr. President, it seems to me that in the Nation at large these
firat two stages have taken place—first, of ridicule, and, second,
of argument ; the third, of adoption, is about to be eonsummated.
Since England, Wales, Scotland, and Ireland have now equal
suffrage of women, it appears to me that we ean do nothing bet-
ter for civilization and good government than to adopt it by an
overwhelming majority in the Senate,

DISTRICT JUDGE FOR NORTH CAROLINA.

Mr, OVERMAN, from the Committee on the Judiciary, to which
was referred the bill (8. 3217) providing for the appointment of
an additional distriet judge for the western judicial district of
the State of North Carolina reported it without amendment.

BILLS INTRODUCED.

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. HOLLIS: .

A bill (8. 3924) granting an increase of pension to Freeman A.
Forbes (with accompanying papers) ; to the Committee on Pen-
sions.
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